.
T

DEPARTMENT OF THE INTERIOR

TRANSCRIPT OF PROCEEDINGS

In the -Matter of:

NATTONAL PETROLEUM COYNCIL MEETING

Date: December 9, 1952

. ALDERSON ‘REPORTING COMPANY
R ' OFFICIAL REPORTERS ' '
308 NINTH ST. N, W. WasHiNGToN, D. C.
NA - 5120 - 1121




ﬂ;ynolds gl

DEPARTMENT OF THE INTERIOR

NATIONAL PETROLEUM COUNCIL MEETING

The

DECEMBER 9, 1952

Conference Room A and B
Departmental Auditorium
Washington, D. C.

Council met at 10:00 a.m., pursuant to notice,

Walter 5. Hallanan presidingh

to order.

CHAIRMAN HALLANAN: The Council will please come

Secretary, would you call the roll?

BROWN: Mr. R. B. Anderson?

‘R, B, ANDERSON: JPresent.

BROWN: Mr. Robert O.lAndergon?
ROBERT ANDERSONf Present.
BROWN: Mr, C. H. Arnold?
ARNOLD: Present.

BROWN: Mr. Hines H. Baker?
BAKERQ Present.‘r

BROWN: Mr. Max W. Ball?

MR,MAX W, BALL: - Present.

MR,
MR,

MR,

' {No

BROWN: Mr. Munger T. Ball?
MUNGER T. BALL: Present.

BROWN: Mr. T. H. Barton?

responge)




MR. BROWN: Mr, Fred E, Bergfors?
MR, BERGFORS: Present.\
MR. BROWN: Mr.'Jacob Blaustéin?
MR, BLAUSTEIN: Présentn

. BROWN: Mr. Paul G. Blazer?

. BLAZER: . Present,

MR
MR
MR, BROWN: Mr, William R. Boyd, Jr.?

MR, BOYD: Present.

MR, BROWN: Mr. Reid Brazell?

MR. BRAZELL: Present.

MR, BROWN: Mr. J. S. Bridwell?

MR, BRIDWELL: Present.

MR. BROWN: Mr. F. W. Brigance?

MR, BRIGANCE: Present.

CHAIRMAN HALLANAN: Mr. Brigance, would you please
rise? 1 desire to present a new member of the Council, Mr.
Briggnce of Fort Worth, Texas, who is a newly elécted_presi-
dent‘of the American Associatibn of 0il Well Drilljing Con-
tractors. We welcome you to the Council, Mr. Brigance. |

(Applause)

MR. BROWN: Mr, Bruce K. Brown:

MR. BRUCE K. BROWN: Present.

MR, BROWN: Mr. Russell B, Brown?

MR. RUSSELL B. BROWN: Present.

MR, BROWN: Mr. H.S. M. Burns?



{No response)

MR, BROWN: Mr. J. P, Coleman?

I don't think Mr. Coleman is here, but is -¥r.
Sehmann‘in the room?

MR. FRED éEHMANN: Present.

MR. BROWN: Mr. Bdbeft H. Colley?

MR. COLLEY: Present, |

MR, BROWN:r-I'forgof”to'announce?that if there
are any alternates in the‘room for a member who.is absent,
please rise and give his name.

Mr. Howard A. Cowden?

MR;;ﬁéchLY: Bruce McCulley, alternate,

“MR, BROWN: Mr. étuart M. Crocker?
MR, CROCKER: Present.
‘MR, BROWN: Mr. John F. Cummins?
© MR. CUMMINS: Present, |

MR, BROWN: -Mrl Horace E. Davenport?

MR. DAVENPORT: Present.

MR, BROWN: ﬂr. E. De Golyer?

MR. DE GOLYER: Present.

MR, BROWN: Mr, J. C. Donnell, II?

MR. DONNELL: Present.

MR, BROWN: Mr. Fa}ette B. Dow?

MR. DOW: Present.

MR. BROWN: Mr. Warwick M. Downing?
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DOWNING: Present.

BROWN: Mr. J. Frank Drake?

DRAKE: Present,

BROWN: Mr. John Dressler?
reéponse)

BROWN:; Mr; Gordon Duke?
DUKE: Present.

BROWN: Mr. James P. Dunnigan?

MR . DUNNIGAN: Present.

MR,

MR,
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| Gentlemen, I desire to present the newly elected president

BROWN: Mr. Paul Endacott?
ENDACOTT: Present,

BROWN: Mr. Max M. Fisher?

FISHER: Present.

BROWN: R, g. Follis?

FOLLIS: Present.

EROWN: My. Clyde t, Foster?
ééﬁNBUL: Alternate for Mr. Foster7

4

BROWN: Mr. Stark Fox?

~POX: Present.

BROWN: Mr. Harry K. Franklin?

response)

BROWN: Mr. H. B. Germert, will you please rise?

of the Rocky Mountain Oil and Gas Association, Mr. Gernert,.

We welcome you to the Council. (Applause)
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MR,

BROWN: Mr} B. C. Graves?

B,'C. GRAVES: Present.

BROWN: Mr. B, 1. Graves?

« B, I, GRAVES: Present.

BROWN: VWalter S. Hallanan?

HaL.LANAN: Present.

BROWN: Mr. B; A. Hafdey?
HARDEY: Present. |
BROWN: Mr. R. H. Hargrove?
response)

BROWN : .Mr. I. W. Hartman?

. HARTMAN: Dresent.

BROWN: Mr. Harry B, Hilts?
HILTS: Present.

BROWN: Mr., Eugene Holman?

MR, HOLMAN: Pnesent,

BROWN: Mr. D. A. Buley?
response)

BROWN: Mr. A, Jacobsen?
JACOBSEN: Present.

BROWN: Mr. E. Brewster Jennihgs?
JENNINGS: Present.

BROWN: Mr, Carl A, Johnson?

response)
BROWN: Mr, Charles S. Jones?




{No
MR,
(No

MR,

response)

BROWN: Mr. Mason B. Jones?
reéponse)

BROWN: Mr. W. Alton Jones?

W. ALTON JONES: Present.

BROWN: Mr. William M. Keck, Jr.?
JOHNSON: Mr, Johnson, alternatg.
BROWN: Mr. Richard Gray Lawton?
LAWTON: Present.

BROWY:  Mr. F. H, Lerch, Jr.?
ﬁOBINSON: Mr. Robinson, alternate.

BROWN: Mr. John Locke?

response)

BROWN: Mr. John M, Lovedo&?
LOVEIOY: Present. |

BROWN: Mr. John F. Lynch?
LYNCﬁ: Presen#.

'BROWN: Mr. Charlton H. Lyons?
LYONS:. Present.

BROWN: Mr. William G. Maguire?

response)

BROWN: Mr. B. L. Majewski?
MAJEWSK I : Present.

BROWN: Mr. J. Howard Marshal]?ﬁ

MARSHALL: Present.
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BEOWN: Mr. A. C. Mattei?
MATTEI: Present.
BROWN: Mr. Nelson Maynard?

response)

. BROWN: Mr. L. F. McCollum?

COSGROVE: Mr. Cosgrove, alternate.

. BROWN: Mr. N. C. McGowen?

responsé)

BROWN: Mr. S. B. Mosher?
response)

BROWN: Mr. Glinn E. Nielson?
NIELSON: Present,

BROWN: Mr. S, F., Niness?

" MR .NINESS: Present.

BROWN: Mr. J. L. Nolan?
NOLAN: Present,

BROWN: Mr. J. R. Parten?
PARTEN: Present.

BROWN: Myr. Bryan W, Payne?
BRYAN:W, PAYNE:. Present.

BROWN: Mr. William T. Payne?

WM. T. PAYNE: Present..

BROWN: Mr. Joseph E, Pogue?

response)

BROWN: Mr, Frank M. Porter?




MR. PORTER: Present.
MR. BROWN: Mr. E. E. Pyles?
(No response)

"BROWN: Mr. Walter R. Reitz?

MR,

MR,”REITZ:V Present.

MR, BROWN: Mr,Sid. W. Richardson?
(Nq reépOnse)

MR. BROWN: Mf. A. S. Ritchie?
MR. RITCHIE:  Pres9nta

MR. BROWN: Mr. M. H. Robineau?
AMBQ ROBINEAU: Present.

MR, BROWN: Mr. W. S. 8. Rodgers?
MR, RODGERS: Present.

MR, BROWN: Mr. Rbland V. Rodman?
MR, RODMAN: Present.

MR, BROWN: Mr. A; H. Rowan?

(No response)

MR, BROWN: Mr, A. W. Scott, will you please rise?
Gentlemen, I désire to prgsent a new member of the Council,
" Mr, A. W, Scott, who is the newly olected présidént of the
National Petroleum Association, and president of the Wolf's
Head Oil Refining Company of 0il City, Pennsylvania. We
welcome you to the Council; and will you‘pleasercome forward
and take a seat, Mr. Scott. (Applause)

Mz, R S, Shannon?

*
W .




MR. SHANNON: R. S, Shannom, Jr., alternate.

MR, baowﬁ: Mr. W. G. Skelly?. |

MR, FREEMAN: Mr. Freeman, slternate.

MR, BROWN: Mr. P. C.Spencer?

MR, SPENCER: Present.

MR, BROWN: Mr. Clarendon E. Streeter?

MR. O'HARA: Mr. O'Hara, alternate.

MR, BROWN: Mr. Reese H. Taylor?

MR. TAYLOR: Present. |

MR. BROWN: Mr. Roy J. Thompson?

MR, THOMPSON:E Present,

CHAIRMAN HALLANAN: Mr. Roy Tompson, will you please
rise? Gentlemen, I desire td present Mr. Roy J. Thompson.
of Chicago, newly elected chairman of the National Oil Jobberé
Council; We welcome you as a member of the Council. (App;ause)

MR. BROWN: Mr. R. L. Tolleit?

MR. TOLLETT: Present.

MR,‘BROWN: Mr. W. W, Vandeveer?

MR, QANDEVEER: Present,

MR. BROWN: Mr. S. M. Vockel?

MR,ﬁ?DCKEL: Present.

‘MR, BROWN: Mr. William K. Warren?
. WARREN: Present.

BROWN: Mr, L. S. Wescoat?

55 B

. WESCOAT: DPresent.
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MR. BROWN: -Mr. John H, Whitef
MR, WHITE: Present.
MR. BROWN: Mr. Russell S. Williams?
(¥o fespbgse) |
MR, BROWN: Mr. Robert E. Wilsoﬁ?
MRu WILSON: Present;
MR;:BROWN: Mr, John Wrather?
MR. WRATHER: Present.
MR, BROWN: Mr. C. H. Wright?
Mﬁ.'WRIGHT: Pfesent.

CHAIRMAN HALLANAN: {/Certainly 1 -would get the

impreSsion'that noﬁhing,has happéned to lessen thé interest
in the work of this Councii~hecause 1 take it thﬁt this is

perhaﬁs the largest'ﬁttendance tﬁat we have-evéf had of any
meeting of the Council. 1 am delighted at this showing of.
your interest.

Gentlemen, since our last meeting I have the sad
dutf of informing the Council of the passing of one of our
beloved and very outstanding members,'Mr.'Eharles S. "Red"
Hill, who passed away at‘Chicago during the meeting of the
API. Mr. Hill was‘an.enthuSiastic member of the Council.
He was an outétanding 0il man, and a great leader of fhis
association. We shall miss him greatly from our deliberations,

At this time 1 should like to recognize Mr. P, C.

Spencér to present an_appropriate mémorial on the passing of
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one of our beloved members., Mr. Sﬁencer, will you please come
forﬁ;rd?xl

-MR., SPENCER: Mr. Chairman, I am not sure, 1 don't
even have an estimate on the average age of our Council
members, but I am sure they are all getting on. One of the
eternal certa;nties of‘life is death, and it happens to all

of us. It happened here to a very fine man, one of the finest

mén I ever knew.  So I_amwvery happy and very honored to have

the opportunity to present this memopial to-him. . - ,,J
// The National Petroleum Council recordslﬁith ﬁro—

found sorrow the death on November 10, 1952 of Charles

Sumner Hill, 1ndepeﬁdent 611 operator of Denver, Colorado,

and a valued and highly resp;cted member of the Nationai‘

.Petfoleum Council. |

Born in Harrisbhurg, Pennsylvania, Charles S. Hill

" resolved early in youth that the West was the land of

opportuniti and he went to Wfoming where for many years he was

connected with the Union-Pacific Railroad. After a distinguiahed

record of service with the United Statesfnrmﬁ in World War I,

he returned to Wyoming where he assistedliin organizing the

American Legion and held the post of FirstwﬁDepartmental

Commander of the Legion in Wyoming.

Long convinced of the oll producing possibilities

of the Rocky Mountain area, he entered the oil industry as

an independent producer in 1923, He was an enterprising
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wild catter and is éredited with the discovery of several new
fields., He was a Director of the Ameridﬁn Petroleum Institute
and of the_Iﬁdependent Petroleum Association of America,
serving as Colorado Vice-Presidént of the latter organization
_in 1951. On November 1, 1952, his two year term of office
as preéident of the Rocky Mountain 0il and Gas Association
expired.

He extended his interests into other fields and
over the years developed at his ranch near Estes Park,
Cblorado, one of the country's 6utstanding herds of Aberdeen
Angus‘cattie. |

Ever the champion of the independent o0il producer
whom he considered tﬁe backbone of the American oil industry,
he labored diligently and unselfishly to protect his rights
and.encourage.his opportunities.

His warm and colorful personality, enthusiasm,
untiring energy and loyal friendships will be long remembered
and treasured by the industry he served so long and so well,

The National Petroleum Council extends to his
sorrowing'family and friends ité Qincere s&mpathybll

Thank you very mu@h,“Mr. Chairman,

CHAIRMAN HALLANAN:' The Chair recognizes Mr, Glenn
Nielson, who seconded the resolution proposed by Mr. Spencer.
Mr. Nielson?

MR, NIELSON: /(1 likewise am pleased of the .

LI
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opportunity t6 add my personal é€ndorsement to the splendid
memorial given here for Red, because there waé only one Red
Hill, I have known him for some 10 or 12 years, since we
started inlthe 0il business. I worked with him in the early
days of the Rocky Mountain 0il and Gas Association becoming
reactivated, and during that period, I think I can very
truthfully say that some of the most pleasant times,.the
associlations that I had, were with Red. He was a staunch
friend, he was a worthy opponent. He was a free‘enterpriser,
first, last and always, and he exemplified what free enter-
prise can do by being up once-and being active in the oil
industry and being closed out and starting from the very
bottom and coming back again to make a wonderful recovery
and a name for himself. |

I think he had more friends in and out of the -
government than anf man that 1 have béen associated with.
When I returned from the API, where we received the sad news
of his death, I started emptying my correspondence. Next
to the lastletter that I picked up was a letter from Red
Hill in which he made an expression of appreciation to me
personally, and went on to say that to him the greatéét
experience and satisfaction of all that he had done in life
was the host of friends that ﬁe had met and made and worked

with in the o0il industry. I just wish that I had brought that

letter with me to have read his expression to you, which I
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think was most worthy of repeating at this time.
1 am most happy to endorse this resolution to Red.’/
MR, DOWNING: I believe he worked himself to death )

]

in his zeal for the welfare of the oil industry and the

American peopie. He simply died of overwork and I know his
wofk was for the welfére of the oil industry;

'CHAYRMAN HALLANAN:- May I ask for a rising vote?

(The resolution was adopteduby a rising vote)

| CHAIRMAN ﬁALLANAN:— You haVe.received a copy of

the minutes of the last meeting of the Council of July 29,
1952, which was.mailed to the members on August 29. What
.ig your pleasure?

Mr. Jones moves the approval of the minutes.

MR, JONES: 1 do.

CHAIRMAN HALLANAN: Is fhere a second? -

(The motion was put to a vote and carried)

CﬁAIRMAN HALLANAN:- It is so ordered.

. Next is the report of the Secr¢tary of the Treasury.

MR, BROWN: Thié covers the 11 months ended November
30th, 1t doeén't cover last night. The rgceipts were
$110,957 in the 11 months and we spent during that time
$94,367. We had on hand -at the beginning of the year ’
$7,280,'F1e§viﬂg us a balance to help out last night $23,870.
The rese;ve fund remained at $6§,OQO, |

MR.JONES: I move the approvdi of the report.
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CHAIRMAN HALLANAN: I might say, for the infofmation
of the Council, that this is the first time that we have
probably exceeded oupr budget, but it has been due to the fact
that we have had some extraordinary ' expenditures during
the time. I think, Mr, Brown, if I recall the report of the
01l and gas availability which was extensively circulated,
went iﬁto an item of something in excess of $15,000, and we
have had some other abnormal expenditures during the year.
.It hag been moved that the report of the Secretary—Treasury
be approved.

(The motion was put to a voté and carried;j

CHAIRMAN HALLANAN: It is so ordered

The Chair recognizes at this time, Mr. Jacobsen,
%111l you please come up,Mr. Jacobsen,

MR, JACOBSEN: Under date of December 2, 1952, Mr.
H. A.Stewart, acting director of the 0il and Gas Division
of the Department Qf the Interior, addressed a lettgrﬁ'fo:

' er;.Walterﬂsa:Hallanan?;Chairmdn of the National Petfﬁléum
Council, requesting that a cqmmiftee.be appointedrto make a
s*udy of the petroleum productive capacity of the United
States as of January 1, 1953. 1 shall read the letter.
"Dearer. Hallanan:
"The National Petroleunm Council has made several

‘reports on the available pPetroleum productive capacity

of the United States, The most recent of thesge reports
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'Petroleum Productive Capacity', dated January 29,
1952 has been found valuable, and of greaf assistance to
the Federal Government and particularly t; the Petroleum
Administration for Defense. |
"It is desirable now to have up-to-date figﬁres
on present préductive capacity of crude oil and of
natural gas liquids, Thereforé, it will he appreciated
if the Council will again maké an up-to-date sfudy of
the petroleum productive capacity of the United States
as of January 1, 1953, the information to‘be_made |
available as soon as practicable,
"Sincerely yours, /S/ H, A. Stewart."
As provided in thé,Articles of Organization of the
Council this letter was considered at B, meeting of the Agenda
Committee on December 8, 1952 in Washington D. C., at which
meeting it was .unanimously agreed to recommend to the Council
the appojntment of a commitfee to make a study as requested
by Mr, Sfewart and to report to the Council as soon as
practicablé.
I move the adoption of this report.
MR . JONES: Seconded,
CHAIRMAN HALLANAN: You have heard the report of the
Committeq on the Agenda. 1t has been moved that the report
be adopted. All in favor of so doing say aye.

(The motion was put to a vote and carried,)
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CHAIRMAN HALLANAN: The report is unanimously
adopted. |

Mr. Wescoat, I kqow‘that you want to leave as soon
as you may be able to, and at this time I should like to
call upon you to present tﬁe repbrt of the Committee on
Petroleum Storage Capacity.

MR, WESCOAT: ‘/Mr. Chairman and Gentlemen, this is
the third report of such a committee, previous. reporfs
-having been made in March 1948, and June 1950: The figures
which you have before you are as of Mafch 31, 1952. They
compare in general content with the reports previously
made with the exception that there has been a breakdown of
fhe figures for the East Coast area in the three subdivisions,
thé Illihois, Indiana and Kentucky area into four divisionms,
and the Pacific Coast area into tﬁo subdivisions. Practically
one hundred per cent of the total stocks reported at the
Bureau of Mines are covered by the questionnaifes returned
in the NPC survey. The totals, you will note; show fhat as
of March 31, 1952, 98 per cent of the crude survey figures
were returned, §7.4 of the cleanproducts, and 99,7 per cent
of the residuvals. So that we have a very full coverage
The total crude figures are 423 m1111on barrels of tankage,
which does not include 18 billion barrels of producers leased

stock. This comes from last night, The clean products,.443

mfillion,and the residuals 106 million,
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’This third similar repoft, since March 1948,
confirms that at first roughly.only about one-half of the
total storﬁge capacity c#n be utilized, and preserve the
necessary flexibility of operation in the industry.

| {/Second, the stocks wﬁich are unavailable because
of use as pipeline filler 6r otherwise in transit and working
stocks, necessary-to insure flexibility to refinery operation
amounté to about 65 per cent for drude oil, 40 pér cent for
clean products and residuals, and fhe averabe about 45 per
cent overall;

. Y The total storage'capacity would have increased
" about 10 per cent from June 30, 1950 to December 31, 1952,
which figures partiaily are estimated. Howevef, the increase
in clean storage ié 27 per cent, wheras residual storage is
about the same at both dates and crude storage is actually
decreasing a little over two per cent. I have giVen you
those figures'which make a total, as of December 31, 1952,
of 972 wmillion bﬁrrels of storagg as against 886 million
barrels on JuneA30 of 19350.

i{ None df the figurés in tﬁe report cover so-called
secondary inventories, and éecondary storage capacity. How-
ever, there is no available for the first time current and
comparable yéar ago figures, monthly, on secondary inven-
torieéz an& a copy of these monthly reports can be obtained

from the Bureau of the'Census, Departmént_of Commerce, at;
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Washington, None of fhe figures in the report include
stocks of storage capacity, if any, in the hands of the
military.’l

I move the adoption of the report, Mr. Chairman.

CHAIRMAN HALLANAN: This is the final report?

MR. WESCOAT: That is the final report.

CHAIRMAN HALLANAN:' Are there any questions,
gentlemen, which you wish to direct to Mr. Weecoat?

DR, WILSON: I have ome, Mr. Wescoat. The figures
of total U.Ss, storége capacity ;n column 6, indicates a
decline between that and December 31. I would say it is
-a_little surprisiqg. Is that due to conversion of other
uses, do you think?'

| MR, WESCOAT: It undoubtedly is, Bob, yes., We hﬁve :

gotten in this report a very full and comprehensive set of
figures and it is surprising to note the shift in some of the
stocks in vafious areas. _

Incidentally, inpaséing,.before 1 forget‘it, I
would like to give Fred Van Covern and his associates the
full ‘eredit for this report because as usual they did all
.of the work. Yoq will find also a very substantial increase -
in storage in the like products on the North Atlantic Seaboard,
which of course is anticipated. We know that that has been

going on for some tiﬁea

CHAIRMAN HALLANAN: Any other questions, gentlemen?




20

It has been moved thdt.the repbrt be adopted. All in favor

say aye.
(The motion was put to a vote and éarried)
CﬁAIRMAN HALLANAN: It is 50'ordered,
Mr, Wescoat, thaék you and your_;gsociates.very
much, ) h

Next will be the interiﬁ report on the Committee
cn.Submergéd'Lands Productive Capacity.
- MR, WESCOAT: The two subcommittees. have been
| appointed and have been functioning for a matter of 90 days,
60 to 90 days, oné on the California area, the other in the
southwest. 1 believe that practically all.ot their informa-
tion is now assemhled, and will be-put into final form, and
we hope, Mr. Chairman, to be able to make a final report to
the commityee at its next méeting when, aé and if held,
CHAIRMAN HALLANAN: Thank you.very much for thaf
interim report also,Mr. Wescoat.
Mr. Jennings, are you ready at this time to present
the report of the committee on Bunker C FuéiiSupply? g
MR, JENNINGS: Yes, sir.

Mr. Chairman and Gentlemen, this repbrt on Bunkér C -
lFuel 0il is very long, and voluminous, 1 would'be happy to
read it through in 1tsfgntirety, buf'I think I can perhaps

shorten the pfesentation of it somewhat. 1If anf of you,

though, want extended digéhssion of any phaée. I will be very




21

€lad to enter into thﬁt when I have completed the present;-

~ tion.

/{ The report sfarts out by dealing with the supply
.8ituation as it was changed over thé period 1946 through
1951. In 1951 the supply of residual fuel oil in the United
‘States amounted-totlﬂ627,000 barrels a day, about 270,000
barrels above what It-was in 1946. That was an increase

of about 20 per cent.:

(/ The next section of the report deals with the
economics on the yields of crude. In the section on supply,
it was pointed out that in general we have not increased
the supply anything like as much as one would expect from
the increase in total runs, and of course the reason is that
the yields of fuel have gone-down.

(/There is a section here dealing with the economics
and why that has been so. It points out that the gains-and
runs have been in response 'to the gréatly increased demandé
for gaSOIine,'dissolutas and specialties and that the efforts’
of the rfefineﬁs'hhs been to increase their make of those
products and minimize the wake of residual. It points out
that histqg}cally theﬂprice for residual fuel has bheen
| appreciagif lower than for the other ptoducfs, and in fact
for maﬂy‘years it has been lower than the price of the raw

material, crude oil.

_” The change in yields over the period is commented

T
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on and it is broken down by districts. But overall, the
vield of fuel oil has gone down in that period from 20.4 per
cent to 19.7. There is one interesting point made here;
it is not one of great importance.but it is nevertheless
interesting, and that is fhat one reason for the reduced
yield of fuel oil is probably to be found in the increase
in gfavity in the countries crude stream as run to refineries.
It would appéar that in averagé domestic production and
imports, that the change in gravity has been about .é'degree;g
or six—tenths degree,

I’There is a section here which discusses the effect
of refining processes on yields, and it points out that
_refining_processeé developed in recent years have been aimed,
éo far as quality is concérned, to fhe upgrading of products
and ﬁuantity—wise.toward the reduction of residual fuel
or yield.

' “?tiagain deals with this matter of the price of
fuel o011 in relation to the price of crude oil, and that
whereas in 1946 residual fuel sold at approximately 98 per
cent of the price of crude oil, at the well head, in 1931
it had dropped to 72-1/2 per cent of that figure.

1t should be bointed_out that although there has
been a coﬁstant and successful effort to reduce residual
fuel oil yields, rgfiners cén, by various cperational changes,

but with'only minor equipment changes, increase residual fuel
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_oil yields to almost any level desired. That, of course, would
" be at the expense of production of other products.

t"The report then gods on to review the trends in
‘demands, and I think I might read in full this section go
far as it deals with th; cbuntry as a whole.

YUnited States domestic demand for residual fuel oil
in the postwar period has been highly erratic. Although
demand in 1951 was almost 17.5% above that in 1946; énhual
changes inthe five-year period range from -3.7% to $11.6%,
This is readily understandable as this product haé a high
sensitivity to changes in industrial production, whether
caused by economic conditions or strikes. The influence
of stﬁikes, although sometimes obscured by other factors,
particularly in reviewing natioﬂal and annual figures, has been
significant. The mpnthly and regional data accompanying this
report will revealwtﬁg effects of such important work
stoppages as the coal strikes of April 1946, March 1948 and
'September 1949; the steel ‘strikes of January 1946 and |
October 1949; and the shipping strikes during the fall of
1946 and 1948, 1In addition, demand has been influenced by
such diverse factors as a competition from Diesel fuel oil,
coal, and natural gas, price relationéhips, variation in
temperatures and precipitation, military requirements, and

the availability of coal, both here and abroad. The yearly

record of U, 8., domestic demand iz as follows.
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¢/ Analyzing dﬁmestic demands by principal categories
of end-use (Table Y};fit will be seen that, despite the erratic
pattern existing frbﬁ year to year, only two general types of
use - railroad and oil company fuel.- showed a loss in 1951
versus 1946. The ﬁownward trend for failroads has been
persistent and reflects extensive dieselization of equipment.
The volumes used as oil company fuel have fluctuated rather
widely and, while influenced somewhat from year-to-year
by changes in rums to stills, displacement by gas also has
been influential in contributing to the pattern and has kept
consumption from rising along with refinery throﬁghout.

t/The other section goes into more detail as to these
changes in end uses, and I don't think it is necessary for
me to read that deatil. There is a section here on the trend
in exports of fuel oil, and while the percentage changes
in that demand have been*verf high,-neveythelesa, the total
figure is very small in relation to the 6vera11_demand. -

[&he next segtioﬁ of the report deals with these
demands trends, distribt'by district. 1 don‘t'think I will
read all of those, but I think I would like to read the
section which deals with the inland area, districts 2 and 4,
wheré I think at the present time there may be fhe most
interest in this problem.

{ Demand for the product in this area has exhibited the

most consistent upward trend in the couniry, having shown only
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one small decline for the period reviewed, Use by smeltérs-
mines—manufactufdng has beén in first place throughout 1946-51°
It hdas shown a sfrong and fairly conSistent trend, and has
in¢reased by more than twice the amount of the loss in rail-
roads. Even in the business dip of 1949, the smelters, etc.
category showed an increase, although a véfy modest one, in
the use df residual fuel. Use for héatiﬁg purposes rose

over 60% in 1951 vs, 1948, Utilities shipping and military
-uses have been negligible in these districts.

f/I might add that the period covered in this sfa-
tistical study only runs through 1951, and of course inthe
year 1952 there has heen a very considérable reversal in
this trend that. is declined in this report here.. Whether
it is temporary or will be of longer range probably remains
to be seen. The report goes on to call attention to the
local problems that are faced by many interior refiners who
are far removed from a flexihle heavy fuel demand. The smaller
drop in tributary railroad or industrial consumption necessi-
tates states shipping residuals congiderable distancel at
hlgher freight rates before the refiner can reach a sub-
stantial market with any degree of demand flexihility, This -

= in turn causes rather sharp-fluctuatibns 1nfefinery pficés
which tend to be more severe than in areas where flexibie

demand outlets exist. The deceleration of railroads causing

heavy declines in heavy fuel sales have been particularly -
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severe on the interior refiner. There is then a table
showing the fluctuation demands over this period.

Y Further on in the report there is a seétion on the
position of fuel oil in the energy market. That is purely
a factual section, and I don't think it is_necessary fbr me
to read it unless somebody wants me to.

”ﬁnother section Aeals with the price relationships
of residual fuel to other fuels, and there again I think
it is rathér a factual section., It is interesting in showing
the rather widé fluctuations that have occurred between thé
relative price of fuel oil and coal, and how those changes
have always resulted in siﬁilar ohapges in demand. 1In other'
words, when fuel oll has been in relatively a.tight and short
supply and the price has gone up, it has been a relatiVely'
short time before there has been sufficient conversion to

coal to bring.the price of fuel oil down again,"

T might read this part here that deals with natural

”In the past few years, natural gas supplies have

‘made significant strideé in thé direction of enlarging their
share of the energy market. preVer, no lcng term comparison
is believed to be significant. The major reason is that nat-
ural gas has not been freely available in the lhrge industrial
regions of the northeast and north central states for more than

a short period of time. Indeed, as recently as the past winter

!
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or two, matural gas has had to be cut off from industry uses
as far west as Illinois. In the southwest, natural gas hﬁs
been much cheaper than fesidual and has found ready markets
even in refineries themselves, No'direct effect on fuél oil
supplies or prices seems evident, hdwever, because of the
ability of the Gulf Coast refinmer to move his residual by
tanker to other coastal markets., Up to now, California
‘residual has foﬁnd marketé in the northwest, in the east, and
in foréign markets of the Pacific during the period of
greatest expansion of the West Texas-California natural gas
transmission line. A current shortage in crude oil supplies
in California must delay evaluation of 1ong¥term natural
gas effects, since the Californiaz refiner is now ﬁndertaking
a fuel oil reduction program to increase supplies of gasoline
and light fuels ait a minimum incremental rrequirement for
crude oilf

{/ The conclusion which must be drawn from the data
available is that while natural gas has increased its markets
substantially in the postwar period,'its difect effect on the
ability of the indugry to sell fuel oil is not as clear as in
the relationship of fuel price to coal price in the east, and
the necessity Ifor the California refiner to reprocess
résidual into lighter prbducts for the west.. The recent sharp

drop in sales to the gas utilities shows the effect of natural

gas taking over this market, ' In this connectiom, it might be




28

expedient to vecall that Table I indicates that District v
is the only major area where re51dua1 supplies were sub—
stantially the same in 1951 as inl946,

| {/he next section of the reportlgeals with the
seasonal variation in demand and supply, and #é;in 1s a
factual section whiqh, although quite 1interesting, I don't
think it is necessary fpr_me to read in detail. That con-
cludes the various sections of the report. There are a lot
of statistical tables that follow toward the end;ll

"CHAIRMAN HALLANAN: Gentlemen, this is a very
comprehé;sive'repOrt and I know it represents 19“'tremeﬁdoua
amount of research‘and sfudy; I want to congratulate Mr,
Jennings, the ch;irman of the cémmittee, on the splendid job
which the committee hag done in responding to the request
of the Secretary for information on this supply; Now, this
report is bef@re you, I knoﬁ Mr, Jennings WOﬁld be glad to
answer any questions that he may be able to and the report
is now oﬁen for frank and full discussion.

MR. ROBINEAU: Mr. Chairman and Mr. Jeonings, I would
like to say to start with that I agree that thim is a very
fine reyort. There has been algreat_deal o# work spent on it.
The érends indicated and the 1nformation.is-certain1y going
to be valuable to everybody |

I would like to speak, however, to the enlargement

" of one section in your Teport. I have only read it through
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briefly once, and there wmay be other things that I would

like to talk about later. But at the present time it is on
page 10, the paragraph where you refer to the severe probiem'
of the Inland interior refiner because of the fuel oil situa-
tion, the oversupply situation, and the loss of market in his
area. |

In reading the report ip its entirety, this para-
graph, I feel, is,while it covers the situation in one way,
so brief that it gets lost in the overall wealthrof statistics
and other information to where the impression is that I re-
ceived from reading it was that everything is all right in the
industry in so far as fuel oil is concernéd, that it is not
too far out of line,

1 personally don't feel that that is the case. i
recognize and adwit that my own ox is being gored, and by my
my own I mean not only my own company but other independent
refiners who refine more crude oil than they produce, and
I am talking about}the margin, the‘effecf that this has on
their %peratingjmargin. I don't kn;w what the reaéon‘ior this
aituafién in the intérior is, but I think it is.a.gery:
serious situation., 1 thinklif has existed-for a year-;nd I
think it is getting steadily worse. I don't see any immed-
iate ‘outlook for improvimg. Maybe a little témporafy

.
b

improvement will be this winter due to season,. but in the

long pull it looks. like a very serious probiem for the industry.
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It is certainly serious for.us. I think it is a combinatioﬂ
of reasons. 1 think our government regulations, OPSlceilings
on refined products, with the price of fuel oil dropping and
the moving margin, it is something thdt is not ordina#y.to
the operations. Usually there are offsetting adjﬁstméﬂ¥é”'
in pricés that cant be metlat the preéent time.

In reading the report, I noticed that yéu point
" out that districts 2 and 4, since I think 1946, 1f I re-
member the date, had an increase in production of residual
fuel oil, Bunker C, of aboﬁt 70,000 barrels a day. In addi-
tion there has been a loss of market. I don't know what
the sum of those two 1is, but I am sure it is a'serious figuré,
And in districts 1 and 3 the 1ncreasé in supply is about
200,000 barrels a.day, of whidh , 1 X reaq the report cor-
rectly, practically all of it comes from imports. I think
that poses a seridus duestion, certainly one that a small
company like mine doesn't know the answer to,bﬁt if is some-
thing for the industry to study. I realize that good, sound,
practical business reasons are‘behind that situation, that
undoubtedly residual fuel oil can Qe.imported for less money‘
than they can bring the surplus supplies fgom the interior to
places where they are neaeded.

There is the Venezuelan situation,.anﬁ we have to
worry about what is goiﬁg to happen when Iran comes back in

and other situations that I know nothing about. Nevertheless,
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the yéars I have spent in the industry as a swall operator
I have always found tﬂe heads of our companies and industry’
sympathetic to the problems of the small fellow within the
limits of good business.
I have alsc enough confidence in their Judgmenf
of where there is a will there is a Qay. The}primary thing
I am talking about, besides this particular paragraph, is
to try to create some interest first in the seriousness.of the

situation and segcond to oreate the will that something bhe

" done about it, Whether it is a question of import tariffs

or whether it is a question of securing trainload rates or
what the answer is, I don't koow. - But I am sure if this
industry will sit down and Studyrit, there can be soﬁe
compromise solution to at least protect the #ptefiéfrefiner.
In talking about the interior refiner I am mot
only talking about our independent refiners but some large
companies., I am sure Bob Wilson's étandardf-of Indiana, 1 am
sure Contipental, Ponca City and Dénver, I}am sure Mr.
Janniégs, youyr kansas and Casper refinefs all feel‘the
seribusness of this situation. 1 don't think that we cam

have a strongz industry unless every segment cof the indusiry

iz strong and can stand on its own marketing;.refining,

transportaton and producfion. I don't think Wwe can have &

strong industry urless each geographical section is also

operated on a sound basis within itself,
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That is not the case for the interior right now;
I mean by interior such as two and four and Northern Texas.
I understand recently in California we are beginning to
see some surplus fuel oil stocks which are going to affgct
the operation. The seriousness from the standpoint of my

small ﬁlant, and I assume in principle this works with others,

. i that a year ago we got a dollar seventy-five for fuel oil,

today‘we get a dollar ten. That means 15 cents a barrel on
our yields of fuel oil reduction in‘operating margin5
Naturally-that comes'off the net profit. Your expenses are
there as befo;e, in fact they are higher. We have had four
or five labor raises, we have had increases in transportation,

both railroad and truck, we paid more for our steel. I

.notice that when the steel industry had some labor loss or other

costs, they maﬁﬁged to get into the situation and get it passed
on to the public in the proper proportion. I notice recenfly
the coal iﬁdustry is able to do that, It seems to me the oil
industry should be_able to prbtect its wholé operationo“By
that I mean each segment; if they have the will to do ;6;

I think it is an important thing, not only selfishly,
but it is an important thing from the government stamndpoint,
from thé standpoint of security. Certainly, the refiners we
are talking about in the interior are the ones that are

disperséd in such a way that in case we have war that they

are the ones we need to be operated on a sound basis the
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day war comes, We are not iocated where we can be ﬁombed out
as quickly asthe large refiéers'on the east and west coast.
Therefore, I think it is an important thing that our problem
be given cons}deration.

Mr, Jennings, whether it is a question of receiving
your reporf and then making some addition or how else it
should be done'mechanically, I would like to offer you uy
plea that some consideration be given to bringing out as
many of these things as I mentioned that could propérly be
brought iﬁ fhe report so that people reading 1t-qu1kcly
don't get the impression that everything is all right in the .
fuel oil part of the industry because in my opinion it is
‘not.,

MR. JENNINGS:f-If I could comment briefly on Mr.
Ronbineau's remarks, I‘would like to make these obsérvationé.
I don't disa%ree at all with anything Mr. Robineau said,

We have refinérs out in that area and we know what the fuel
oil problem is. Certainly, neither under the request that
we received from Bruce Brown or under the authority we had
iron_the agenda commitiee would we have been‘authorized to 
make any suggestion as to how these problemé should bhe
corrected, So i think you will all agree we couldn't'spy"
anything about thaf in the report. 1£f iou wish to have;ii_

the matter emphasized to a greater degree than it is, I would

have personally no objection to doing that. I think the
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report is pretty good as it is, but itimay not be in suf-
ficient length. It does make the point that that inland
area is lacking in these flexible outlets which, of course,
the Atlantic Seaboard’has in considerable volume through
the cdnverteﬁ utilities plants and other power generating
plants that SWitch‘freely back and forth depending on price,

A very small cut in price will achieve a sub-
stantial increase in demand. The point is made in the -
report, it perhaps can he emphasized to a greafer degree,
Th#t would perhaps be better for you. |

' CHATRMAN HALLANAN: M. Majevski?

.MR, MAJEWSKI: In this report there is no question
about thé reporting of big value, but it stops in mid-air
when it gives us the statistical facté-of what happenSf If
you can't do anything because we are restricted, Brewéter,
andlwe are, a8 a mowber of the agenda committee and as an
original member of'the Council I know that we have very
definite restrictions on looking 1nt6 tﬁé future which might
be construeﬁ in violation of our charter to do business. This
situation is a serious ome, It is serious because we are
hamstrung.

Robineau, who represents the independent refiners
association 1is speaking foﬁ them ﬁecause there is no w#y for

him to help himself. You point up the fact that there ‘is

suffering in two and four economically and what he points out
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from a pnational defense'pﬁinf of‘view; the dispersal of
plants in the inland is &n important'reason why wé are here
as a cﬁumcil, inrmy opinion,

v | 'j Now, then;if we didn't have these restraining
things, it secens fo me the oil business is the only one
that suffers. Now that I am meeting my own payroll instead
of using stockholders' money, I looked up recently that we
had three wages to the teamsters. God bless the teamsters,
i am for them. I uaéd to be a teamster myself, and a good
one, a mule skinner. So I know something about the teamster
ends;, both ends of the mule.

Now, what we need if we can't go any further in this
report, and 1 am glad we have the Becretary of the Interior
with us, we should have the courage today to introduce a
‘_decontroi recommendation on prices from the well to the
consumer, and then we wouldn't peed to have any section on
‘two and four to tell us that we are in a bad fix from a
national defense sténdpoint, and economically too.

Now what I would like to do, I say the report is
excellent, I QOn’t want to fuss with it, I am a member of
the committee, I think it is great reading,but it leaves us
hanging suspended -- Well, I can't use the word I want to
use becaise we have some gentlemen here and a couple of

ladies, but it leaves us suspended in mid-air, so it hurts,

You know what I mean by that. Now, what we ought
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to do today; and I can't phrase the thing like I want to, be-
cause my back hurts mé and I wasﬁ't kicked by a horse, buf
I can't say whatl want tosay in the words. But you can aépoint
a chairman to make a presentation of a decontrol résolution to
Oscar Chapman today.

Look; they have decontrolled by presidential edict
any price control in the coal business, They have done it
in the steel business. Whafare we so heéitant ﬁbout?‘ Why
'do we have to wait until April? I am a democrat who had
some sense on Novemﬁer 4 because 1 was,tliké a lot of people, .
upset. i was upset because with my own dough and with the
guys that are working with and for me, we are going in the
red;'not the pink, and we are goinglthere because we can't
' operat; our business without interférence from the government
in oil when there is no interference 1n‘competing fuel.

What we should do today, Mr, Chairman, and without
clearing the aisles, get some of these lihguists we have
~ around he¥e that can write these things on submerged lands,
tﬁat can wfite them on what the productive capacity of thigs
great indﬁstry is, get some of those feliows that have that
ability. 1 wish I had that command of the English language
and the ability to write like they do. They could write out &
resolution that Oscar could take in good grace, forgive me
for calling you O%sarQ I‘don't want to 6a11 you "X",

- After last night's pleasant interlude with a
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greét fellow, I would like to give to him as our 1ast
official act with him the proper kind of a decontrol resolutiﬁn _
thaf hé could present, which may sound funny as anything to
some of you. 1 am making a plea to be ahble to live just a
little bit longer to find out if the new thing is going to

work any hettér than the old. I have to hﬁve out of the way
this price business and then I will take care of myself, and

so will Robineau in 2 and 4 and so will the guys he is fighting
for;

We don’'t want to Be put in the position of fighting
with our brethren on the East Coast that have a lot of flexi-
bility. They say imports give them the flexibility they
need. We don't even have navigable streams which we are
trying to make navigabie in the west. But can't we get
a committee on our motion, Mr. Jenninga,.appointed to get us
this decontrol resolution and tack it on this? 1f I knew
parliamentary law like some senators, I wbuid=hang this
on an appropriation bill 80 noth;ng would operate until I
got the thing to cure it. |

NOW,‘éouldn't we do that? JIs that an undue plea,
Walter, and Brewster, and Oscar? Is 1t? Let's face up to |
the thinéu This réport i1s . wonderful, but it says to the
public, "Everything is hotsy-totsy," and it is like hell.

IWe are burning up in our own fuel oil, if you know what I mean.

So I would like to make the @ motion for an appointment of
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a comﬁittee that can put an amendment to this report aakiﬁg
the decontrol of all prices from the well to the consumer.

MR, JENNINGS: Mr. Chairman, could I say a word? I
think I ought to yleld to the Chairman of the Agenda Committee
in just a minute. But I would suggest that if there is any
thought 6f having a decohtrol motion, with which I am com-
pletely in favor, in fact we all voted for ome im Chicago,

As i recall it, at the API meeting, it segms to me it woqld
.be more appropriate to have that a separate item rather
than include it in this report, if my fellow committeemen

~ would accept that suggestion. |

MRu MAJEWSKI: I think that is fine, if ydu don't
pass this one and give it a lot of publicifym Let's hold
up this one mhtil we. see whﬁt:happens to thet decontrol
thing. Iam'a}good horse trader. .

MR. RUSSELL BROWN: Just one item in coﬁnection with
what Barney said. They ran into this same situatién on the
East Coast, you will racall. and they were pressed down with
the ceilings. So Mr. Warren or some bf them made an amend-
ment, got an amendment through allowing a higher price, gave
them more freedom in which to operate. The effect of that
was that thé ceilings were raised 30 cents. That developed
the operationé until now the consumers-actually are able
to buy it cheaper than it was under the old ceiling of $2.50.

It just shows freedom of oberation is as important to the.
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consumer as well as it is tb these refiners, because they
can manage their business better.

CHAIRMAN HALLANAN}_ Mr. Jacobsen, Are you speaking
. for the report now before “the committee? ) |

MR. JACOBSEN: I am speaking to Barney's suggestion
I am all for decontrol completely, and I am not a constitutional
lawyer in regard to our setup of this council.’ But my under--
standing is that we can't handle it that way. The Council
is set up as I understand-it'to deal with subjects that are
- referred to it by the Secretary of the Interior, or the Chief
of the 0il and Gas.Divisiop or the Deputy Administrator of
Petroleum; If it goes through that channel, it 18 then
referred to the agenda commitfeep But, I do not beiievé this
counecil éan‘act on a resolution as proposed by Barney. 1
would like to ask Hines Bakér, who is our constitutional expert,
if I am right or not.

CHAIRMAN HALLANAN: Mr. Baker?

MR, BAKER: 1I don't pose as any expert but I'think
the articles of organization very clearly state what Mr. Jacob-
sen has just stated as the procedure outlingd. _

CHAIRMAN HALLANAN: The Chair will so hold asra
matter of procedure under-ourorganizétion, under our by-laws,
The question, gentlemen, is on the adoption of the report of

the committee ente:gd by Mr. Jemnings. You have moved the

adoption of the report?
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‘MR, JENNINGS: I think I wmey have omitted io,'bﬁt
I do so now: | -

MR. MAJEWSKI: I would like to ask this queigia:ionP
I don't think I am wrong. _It is a matter of time. ﬁe have
both the deputy #nd the Péfroleum Administratora What are
we putting a muzzle.on them for? They might want t; expresé
an opinion faverable to whatwe are SUSEEStiDS; They can
aspeak it or ﬁfitéﬂit. 1t doesn't say in our by-laws that
we must receive a written conmunication from them. Nowhere
does it say_that it must be Wrifteﬁ, So I ask now; Mr.
Chﬁirman, that we, in the most condescending, friendly way,-
aslz Oscar what his view 6n the Subject is, and then maybe
the agenda conmittee can go to work. Listen, it is worth
money to adjoupn this thing until soﬁe time this afternobn
or evening‘to act on what Oscar says, if he says 1t'favorab1y°

- .CHAIRMAN HALLANAN: The queéstion before the Council

~at this time is upon the adoption of the report. Mr. MaJewski,:'

.1 think it would be in order if you so wished to defer action

upon that mqfion until a lﬁter time so that the matter wouid
retaiﬁ its position on our agenda, That might accomplish what
you‘have-in mind, Butll do not want to deviate our procedure
from consideratibn of the pending proppsal} |

MR, MAJEWSKI: Then I will stick to procedure. I will
second Robineau's motion.

 CHAIRMAN HALLANAN: I don't recall one.
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MR. MAJEWSKI: At the conclusion he sald -- you were
shaking hands with two men,
CHAIRMAN HALLANAN: Did you make a motion?

MR, ROBINEAU: No, sir, but I will be glad to move

that the report be received and tabled for further considera-

tion.

CHAIRMAN HALLANAN: The report be what?

MR, ROBINEAU: Received and tabled for further
consideratioﬁ. |

CHAIRMAN HALLANAN: You have heard the question,
that the report be received and thatjfurthe: consideration be
deferred until a later time.

MR. JONES: I think the motion is on tabling the
resolution, |
| MR. MAJEWSKI: I would like to second his motion,
because he has asked for an oppoftunity to present to
the chairman of the fuel o0il subcommittee pertinent-data that
.he-snys should be incorporated in this report. Aqd'i_think
we ought to defer to the requést in gseconding thg mot ion
because if the report goes out now, as an interim report,
it will be read and anything that follows will be like the
caboose on the train, standing without oil,

Now, that is what I want to second. We don'f want

to in any way table his motion, but we want to receive it

subject to no release, as I understand it, so that we can
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have an opportunity to aménd it. We are not obatructioniéts.'
- CHAIRMAN HALLANAN: Well, I take it that the adspt-
ion of the report would become a finality as fﬁr as the
action of the council is concerned and uﬁ1ess there was a
motion that no publicity be given to it it would be in ofdér
that it be made public. But‘Mr. Robinegé, as 1 understand
it, moves that the report be received and that action on‘if
~ be deferred until a later time.
| MR, ROBINEAU: Yes; sir.
. CHAIRMAN HALLANAN: Today?
DR, WILSON: Yes, sir. Well, if there is something
that can be done to correct fhat thing that I am objecting
to tbdaya |
CHAIRMAN BALLANAN: The question is upon Mr, Robineau's
motion which has been seconded by Mr. Majewski. Are you ready
for the question? |
DR, WILSON: Isn't that-an amendment fo the motion that
we accept the repbrt?
CHAIRMAN HALLANAN: Yes, sir,
DR; WILSON: It 15 a sepafate motion to the amend-
ment . | | | |
Speaking to the aﬁendment, it seems to me the
report should not be held up. It is true it doesn't give
as mﬁch Space to the troubles of the distrioct 2 fefiners..

We are certainly among them, But it does emphasize that:
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"Severe local problems ére faced by many ianterior
refiners who are far removed from a flexible heavy fuel
demgnd. A swall drop in tributary failfoad or industrial
consumption necessitates shipping residual considerable dis-
tances at high freight rates before the refiner can reach a
substantial market with any degree of demand flexibility,
This causes rather sharp fluctuations in refinery prices
which tend to be more severe than in arms where‘more fleiible
outlets exist. Dieselization of rallroads reflecting decliﬁes
in heavy fuel sales has been most severe on the interior
refiners.F

' It is all thepe. - I think in having your press con-
ference it might be well to emphasize that, particularly.
But i don't see that simply padding this out into three
pages is going to make a better repprt of it. It seems to
me the thing to do is to present this. I think ;s far as
tacking on a decohtrol resolution, we é is a place where
the industry isn't charging what'they are permitted ﬁnder
decontrol. Of allof the places to attach a decontrol, 1 think
this is not approériate, because prices 6f heavy fuel are
below the ceilings. I am for decontrol, I think Oscar knows

we are for resolution, I .dom't think a resolution would

- help very much,

CHAIRMAN HALLANAN: Mr. .Jennings, as I understand it,

you would have no objection to amplifying this matter referred

i
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to in a statement to the press or in broadening it?

MR, JENNINGS: 1 feel a good deal as the Captain
of the Missouri must have when he was agfound on that sand
bank off Norfolk. Having 1;steﬁed to this discussion, I
think perhaps I could make a suggestion that might prove
acceptable to the other members of mf committee, and perhaps
to the council as wellé This report here,_which 1 might
addlwas prepared by a very competent subcommittee but also
reviewed by all of us, is limited in its_stafistichi informa-
tion primarily to the.period‘ending with the end of 1951,
1 see no reason why we shouldn't take cbgniz#nce of the
present situation as it existes, particularly in this middle
_ west érea at the present time. I don' t know whether tech-
nically we should limit our observations to the date as
of which we received the request from fhe Administrator or
whether we should properly include obServations up to the
‘date we rendered the_report° I would assume 1t_wou1d be
proper to do the latter, subject to the expert, Mr. Hinés,

MRo‘BAkER: I don't recall just how the submission
is stated. |

.~ MR, JENNINGS: Well, we get these requests as of the
date, you see, as of the date the Adminigtrator requests, and
we work on the problem and make our report as to the date.

Personally, I can see no valid reason why we shouldn't deal
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with the time up to the present. It seems to me if we could
add to this report another paragraph in that portion of it,
calling attention to- the present serious situation in dis-
tricts 2 &4nd 4, that that would cover the prinary points
that Mr,_Robiheau has in mind and which Mr. Majewski has

in mind.

MR, MAX BALL: Mr. Chairman, I call,éttention to
the fact that the reduest fromwthe Deputy Administrator says
- among the things desired qummafize the trend of domestic
manﬁfacturing, importation; and individuai types of usage
of Bunker C fuel oil, commenginglwith tﬁe 1946 period and
coﬁtinuing through 1952,

MR, JENNINGS: But you can't deal with the future,
Max., You see, that is what the agenda committee passed on,
and-they modified thét to read to the present.

Now, it just depends on what you construe as the
present. I would consider we afe in the present. I do not -
feel we are living in the future nor in the past. |

MR, JACOBSEN: 1 would like to say that the present
today is different from the present several months ago, and
I would think they would go down to date.

MR.ROBINEAU: Mr. Chairman, Mr, Jenninga’_ag?ggétion
would be s#tisfactory to me or the anitional one, when if

is given to the press, that that is accentusted so there is

a pickup.
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CHAIRMAN HALLANAN: You withdfaw your amendment?

' MR. ROBINEAU: I withdraw it.

CHAIRMAN HALANAN: The duestion is, gentlemen, on
the adoption of fhe report as submitted by Mr. Jennings.‘
Are you ready for the gquestion? All in favor:--

(The motion was put to a vote and carried)

CHAIRMAN HALLANAN:- The report is unanimously
adoptéd with gratitude and thanks.

| MR, MAJEWSKI: Mr. Chairman, I don't want Bob Wilson
to go away, if he has to go.in a hurry, and not knowing the
econbmics to the refining business, 1f he is ﬁn expert,
bﬁt if he says this will be of no help in removing the
controls on fuel oil because we are selling be;ow céilipg -
Yes, Bob, there are solutions that could be worked. Didl
it evef occur to you that we might faise the gasoline price,

the diesel oil price,‘héating oil prices? You have been too

far removed. You have been in that ivory tower., We know
if you removed the price; we woﬁld help oug?elves‘and we
wouidn‘t have to ask anybody, and we would take care of the
~market maker in this district, too,

MR. BLAUSTEIN: " Aren't we discussing price natters
here that shouldn't be discussed here? 1 don?t think we ought
to get into that subject to the extent thaf we are now heing
cgrried.

CHAIRMAN HALLANAN: We are moving to the next order
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.of procezdurec.£ I am very happy to see that the .Secretary iooks
80 hale and hearty this morning after that work-out we gave
him last night. It is almost repetitious, nr. Secretary,
to go into thé tributes again which we paid you last night.
I know that you had a fine evening,and we certainly enjoydd
the opportunity to pay tribute to you for your fine coopera-
tion with the industry and with this Council, While this
may be your 1as£ officiallmeeting with ug, I know that we
can depend upon your counsel and support in the future.
| 1 am glad, now, gentlemeﬁ, to pfesent to you the
Secretary of the Interior; the Honorable Oscar Chapman.”L
(Applause)
+{SECRETARY CHAPMAN: Well, it was time for a recess
after Barney's speech, anyway. You needed the Stretch.r
Gentlemen, this probably being my last official
meeting with this Council, I am compelled to say to you
again, as I tried to express to you in my words many times
before, 1 think this morning sitting here for these few
minutes brought very forcefully to me ghe importance and needs
for this Council, to let every segment of the industry have
an opportunity to expréss itself. Obviously, in a complex
economic system that we have, and dealing with a large
industry as this is, some segment of thgiindustry is bound
to be hurt occasionhlly while the other segments may not.

I think that is vital and important, that every group hav%
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an opportunity to express themselves and to ask for.your
help in relieving the pressure that may be upon them for the
moment. I think this morning's conference, itself, has
proven to me that the real need for such a‘éouncil, and ﬁlso
it proved‘to ne this mofning that you are on guard to stay
ﬁithin the'sphere of your authority and disqpss the matters
that you are authorized to discuss, and to be careful above
them, |

Let me make this one suggestion. I believe you
have adequately handled it, and without any suggéstion from
me, But ohiy for the sake of clarity, with your position
#nd mine, and to give adequate obportunity fof any one that
feels that there is any need for doing so, if you appoint
a commiﬁtee of three or divé to diécués that subjectlwith
me témnrrow or the next day, 1 will be glad to discuss it
with yoﬁn But 1 don't think this is the place where I should
discuss it, or you, as far as. that is concerned.

1 will be glad to meet with & committee you would
selact to discusé it. If you want the agenda c&mmittee,that
is fine, with your chatrwan., But I am saying that only as an
. e#tra precaution,'so that 1f you feel there are any merits
in your Suggastibn and that you want to bursue it a little
further, you may. But if you don't, it is peffectly all
"right with me. Bear fhis in mind, that an outgoing secretary

has to he very careful in any'major‘decisions because it is
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very easy'to be misunderstood that you are either trying

to put your successor on the spot or you are trying to get
somethiﬁg accomplishéd at the last wminute that you have been
wanting to do for a.long time. It makes it very difficult
for a'secretary under these circumstances to make too many
important decisions without subjecting himself to that kind
of misunderstanding. I want to assure you gentlemen here
that I have no desire whatsoever to do anything, to make

any decisionsg, that would subject my succeaéor to any embar—'
rassment whatsoever, This 15 one department that I want to
leave as totally non-political as I have tried to conduct

it. I would do nothing to embarrass my successor. - There-
fore, concerning many decisions that I would normally makq
in the course of my dutles, I am refraining from making

them. . But there are othérs I am making beéause I feél the
need and fhe necessity, and the subject matter it covers,
requiring the decision, and I am making them with the full
éxpectation that I may be criticized, but you take thatrif
you are in public off;cea You don't let it worry yoﬁ too
much. Having said that, there is another phase of this
-progr#m of:yours that I intend to take action on. I want tq '
see the work of the Department continued on through just
as 1f we were not going to be changed, and léf the new Sec-

retary make whatever changes he deems desirable in his own

mind. But I intend to re-appoint the‘council-this coming
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v.'ecalér._n I feel that the council ought to be reappointed as;
a continuiné program of the Department, and the'ngw secréfary
has a full authority to do what he wishes about it when he
COmes iﬁ. Therefore, unleés there are some serious objections
by you, I wish to reappoint the council as s cbntinuing
business of the Department, and the Petfoleum Administration.
I want to take just a moment this morning to say to
you .again, aﬁd repeaf* what I said lagt evening.” You cert-
ainly did have a 10£ of patience to take all evening for a
program as fhat last night. Naturally, I enjoyed it as
any man would. My voice is a little better this morning
thaﬂ it was last night. My heart is the same. I deeply
appreciate it, and I wish to express that t§ you. I want
to say this morning it is dangerous to single ouf individuals
for special commendation when all of you have been so whole-
heartedly in auppqrf of the program and have given so muéh,
of your time to help make a workable program and then make
it work, I deeply éppreciate it, but I feel liﬁe I would be
remiss in my duties and 1nrwh#t I consider ‘I am honor bound,
if I didn't say that I don't believe we could h@fe ever.
gotten this program off with as good a start as we did:af ¢
hadﬁ't'had the opportunity to discuss this whole thing with
men who had experience during the last war in handling
a similar problem., When we started out on this program, I

immediately had the advice and consultation of such men as
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Marshall, who had worked in the program before, and also

: Bruce Brown and Ralph Davies, men who had been active in

the government side of the-program as well as their working
actively imn the industry. Those men, as my consultants in
the very beginning, advised me on the procedures and what
they thought was wise to do, and they championed what 1
thought was a cause not for the indust'y alone but for the
government and the people as a whole. rFollowing that.advioe
of those gentlemen, they etrenuously stayed with 1t, and

at times 1 khow i was annoying to them, But when you are
having to educate a crusader, you have to be & little
patient, and they were patient. They worked with me day
affer day. The program, I think, has proven the value of.
their services. But one of the greatest values that hhey_
contributed in this program was the men they recommended to
me to appoint. I don't believe we could have served the
country over and found a more appropriate man better fitted
and particularly at this time to have come to this program as
the deputy administrator than Bruce Brown, Every one of you
have known him in the industry, and you have known about

his ability. But the thing that I ﬁas deeply impressed with
is he had had experience previously with the Petroleum
Administration for War, and therefore it was not hard for him

to find his way around in this maiev-of goﬁernmeut procedurae,
: = . ks

He very quickly found it and hio ability to work with peoﬁle,
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his ability to work with other departments other than just
the I1nterior and‘the Petroléum Adminigtration, proved such
a valuable service tﬁat it is difficult for me fd explain

to you what it meant.‘ And then, before he left, he brought
in a man to‘me, whom I had only known by name. I knew of

his reputation, but 1 did not know him as to his personality

and his ability to work with people. But he brought his

- successor to take his place, a wman that has provem so out-

standing and helpful in these circumstances.

It is most_difficﬁlt for business people sometimes
to come to Washington and work with government agencies. I
deeply aﬁpreciate the completely unselfish devogion that
Ed Warren has given to this job. I think he has Adne a

very outstanding job. He bas been so successful and so

"helpful. I am going to give you a comment that was made by

two senators, one a Republican and one a Democrat, when we

were asked as a department to come before that committee and

- discuss the defense program as it was carried on by the

Secretary of the Interior. Fach 61 the deputy administrators
and the Qdministratofwere present at that”heafing.' Eaéh
one was called upon, after 1 made a few opening remarké to the
Senate Committee, to discuss his field of oﬁeration and make
some coﬁment about it. Every one of those men made a presen-
tation of their problem. I later had two of those Senatora;

the chairmap and the ranking member of the committee, say to
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ﬁe that that was the most intelligent presentation that had
ever been presehted before their comﬁittee by any group

from the government. That is a compliment that I deeply
appreciate. They éo intelligently presented the problem to
the committee that it drew suchlcqmments as that. It makes
you feel that you haven't too much to worry about, if you
keep meh of that caiiber working with you. And, needless to
saé, that would not have been possible had not the industry
itself helped search its ranks for the right type of'people
and the people of ability.

Now, I honestly don‘t believe that you have tried
to dump off on the PAD sdﬁe of the men that you a?e carrying
because you like them. You didn't do that. You gave me
men with .ability, and that is why this program has been
g0 succeséful. It is to your credit that you did search
and give me competent people. I think of not only these
two gentlemen, but the other leaders that are helping with
PAD today. Those men have givén an outstanding service. 1 thin
think we have established here beyond any question of doubt
in anyone's mind that there is an area of cooperation between
industry and government that can be successfully carried out
and adequately carried out to the benefit of all of the
American people, not just as a benefit to an industry. _I

believe this experiment, if we want to term it an experiment,

has gone to such a stage of development that it is going
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to he a reallinfluence in other parts of the government in
tryingrto work harder in carrying out a good governwment and
industry relﬁtionship;

I have long sought for a better relationship with
the industries that I have had to deal with in the department.
I want to say this to you, in spite of the differences that
they may have, any particular subject or any particular
philosphy I have, the power industry has been working
extremely well with me, and 1 appréciate thgir cooperation,

I say that to you because I think this council has had a
great influence on the other induStrieé that are working with
me, I think that influence is decidedly felt. They have
begun to understand that I reaily meant what I said, When
this council was first meeting, if you remember, I said

that 1t would be my desire that we take no action that would
do anything to change the competitive position of the
industry in the least. I hope that we haven't. I have
certainly tried in my own mind to follow that philosopﬁy or
that thinking, that we do nothing under this war emergency
that would change a competitive position, by any action of
ours.

Now, this being the last official meeting, I want to
say to you that I do hope you will continue as a council, and
that you will also cooperate with my successor and give him

every bit of help you can. He is going to need 'it. Any
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new man coming into an office which has éuch widespread juris-
diction as the Department of the Interior, very few people
understand the wide jurisdiction and authority in the Depart-
ment of the Interior as such. You are working with an ageney,
you as the Petroleum Administration and you as an industry,
working with an agency of Government that represents an
appropriation of $600 millioﬁ, and an employment roll of
approximately 60,000 people° You are taking care and working
with people in all of the phases of the natural resources of
this country. I think the-scientifid work that is being done
by the Bureau of Mines would be a lasting monument to the
people like you who havé given support to the ﬁrograms and
encouragement and to those meén witgin:,ﬂureans that try to
éarry it out. And the Geological Sufvey needs no commenda-
tion from me. 1Its iork and outst#nding record are known to
all of you,

I would like to move over for another phase of this
work that wany of you only see in segments, but I will put
it together for you with a bird's eye view to show you how
and why the Department has grown over the years. 1 willuse
this one only as an illustration of that fact,. A government
is reglly the servant of the people and should never be
misconstrued fﬁr anything else.  That ought to be kept always

in mind. I do not believe that a govermment should do for

people the things that it can legitimately do for itself, But
i
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But there are mény areas in which the government can help all
of the pepple, I will give you this one example to show you
the great growth of that department that you have been
associated with and have been so helpful with.

In 1928, when we had a great Secretary of the Inter-
ior from Colorado, Dr, Work, the report of the Park Service
that year was most iﬁtriguing and so significant. The
report weat something like this, reporting to congress and
to the public:

;e have an appropriation of three million, and we
have 47 pafks and monuments, and air visitation to the parks
in 1928 wasl three million people.

Juét think, three million dollars' expenditure for
the Park %ervice, three million people visited parks, and
47 parks. Today we have 147 parks and monuments and 36
million dollars appropriation, and 40 million people visited
the parks last year, That gives you an example of the growth
of service to the people by the government, and the pedple
taking advantage of it and using it for their benefit, mostly
for outdoor recreation.for their families Those are the
things thatfyou have been contributing-to. Those ;re the
things that you have supported. I could go across the
board and giveiyou the growth of the other bureaus theigame

way. It i8 very simple to say that bureaucrats in Washington,

when they once get their foot on the gronnd you can't get
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them out, and they want to expand their domain. That is
perfectly natural, Evefy ﬁan likes to expand his domain Ef
operation, if he can. I have no objection to it, see ﬁothing
wrong with it, if it is within the sphere of merits on his
program, and, can the people afford it,.

You have to discuss those things stricti;non the
merits of the projects as they are presented. fhsimply‘pass
that on to you., 1 could name other bureaus that have operated
in the same kind of way that you could approve completely. |
1 don't believe any one here will disapprove of that program
of park service when you think that 40 pillibn people
visited the mnational parké and monuments during one year.

Gentlemen, that does not include visitation to state’5
parks that each stﬁte has, That is almost twice as many as the
federal parks. I only say that to you because I want you
to have a bird's eye view of a great department you are
working with, and this department has Jurisdiction over so
many different things thaf'have no relation,'functionally,
to each other.. Sometimes you wonder if it was not a department
thrown together by the left-overs of other departments. That
-1slhot quite true. If you examine its more carefully, you.
will find that there is a fundamgntal principle of conser-
vation of resources that has been guiding the devélopment of

the department for many, wany years. You will find that is

the strong relationship of these functions, their conservation
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features. Both the natural resources and the human resources.
You people wonder sometimes what happens or becomes

of‘your royalties that you pay on oil leases and mineral leases
on public lands. I will tell you some of the things that
happen to it.

1 mgﬁiioned the fact that we have an appropfiation of
- $600 willion, We collect in round numbers approximately $200
million iﬁ_royalties and other fees that is turned in to the
general treasury. That is reappropriated by Congress for
whatever purposes it seea fit., That will give you some idea
of what is done with your royalties that are coilected by the
department. That is where it goes. We have no revolving
funds, gentlemen, in which we collect fees and then re-spend
it. There is ohly oﬁe minor onme in the Department created
by law, and that is a very minor one, one in which I think
every man in this room wouldfsupport if he knew about it,
That is one in the Fish and Wildlife Service in which we have
the stamp sale for sportsmen and that fund is a revolving
fund that is used for manaﬁement and expansion of game
preserves.

‘ There are some cases where you are not exactly

happy about game preserves because there is a smell of oil

over on the inside, and I know that is a problem to you in

some areas. It has been a serious problem with me as to how

far I can go to allow the use of an area different from the
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purpose that congress created the area. Remenmber, every
fish aﬁd wiidlife preserve and every national park énd monu-
ment is created separately by_separate act of congress,

not by fhe department of by,thé administrative branch., That
is the only fund in which we have a revalving feature, and
in view it ié not reappropriated.

_Howevef,,we report to congress uqu its use as to
what has‘beeh done. 1 have kind of wandered #stray thié
morning a little bit in order to kind of close with you in-
your mind here what I think 1is a great department that you
people have given wonderful support to, one that not only
myaelf but my predecessors have appreciated, and I know my
successor will deeély‘appreciate-&our—support for the gene}al'
programlof the Department as well as the specific'program
oﬁ the petroleum field itselfﬁrﬁ;;: I was talkiﬁg about t;;_ﬂd;7
advice that I got from these geﬁtlemen a ﬁoment ago, I also
wanted to tell you there is another gentleman that never

hesitated to give me his advice, almost like a father to me,

and that is wy friend Warwick Downing. He has written me

letters, and frankly if I didn't know him I would have

gotten terribly irritated. But knowing Warwick Downing
1 would say "there is nothing to do but let's sit down
and try to work this out, because this will not be the last

letter. ‘There will be another ome , so let's go to work on

it now." He has been so sintere in his position, even when
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we differed. MHe was persistent in presenting his point of
view, and in correspondence fhat I have had with him, it
is realy phenomenal, He has been very patient with me and
I appreciate it. He has given me wonderful advice an& he has
helped me on numerous occhsions when it was a little difficult
to go to éertain people and ask their advice. He has been
most heipiul and I want to pay that tribute to him this
morning as an old friend who has helped‘me over the years,
and heiis going to help '.us all for a long time yet.

You people, 1 know, have many things on your agenda
that you want to discﬁss, ahd,l will not monopolize more
of your time except to say to you this has been a wonderful
association and again ; leavé with no regrets in the world
except the fact I will miss this association, Any man would.
But I move on to the next phase in life, That is the ﬁay life
goes, I enjoy it, I wouldn't have it any other way. f]'

Thank you,

(Applause)

CHAIRMAN HALLANAN: The Chair recognizes Mr.
‘MajeWSki to present to the Couﬁcil a2 resolution. Mr. ﬁ;jeéski.

MR;'MAQEW§KI§; The tears in my eyes are-bécnuse
I have a slight infection which you kind of accelerated

! .

a little bit, Oscar. You know, a guy talking can accelerate

these infections in your eye so that you kind of weep on

the letters.
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This resolution was presented last night on the
occasion of the dinner to the Secretary of the Interior ané
Petroleum Administrator, but to legally get it before you,
we have to do it again, and I love the privilege of doing it.

Besides, I wrote it.

{(vWhereas, the Honorable Oscar Littleton Chapman’
has carried forward to new achievements the pattern of
industry-government cooperation ﬁs applied to the urgent
problems of assuring adeguate supplies of petroleum and its
products during the great period of rebuilding the nation's
military strength and whereas, under his guidance the govern-
ment and the 611 and gas industry working together have
adequitely ﬁet all military and civilian demands for
petroleum products, without rationing, and with a minimum
of gbvernment regulation, and, whereas the 1mpreéa‘which
Oécar Littleton Chapman has made upon every segment of the
oil industry and through our industry upon every American
is so deep, so warm and so personal ag to make his retiremépt
from the office of Secretary of the Interior and Petroleum |
Administrator'oi Defense the occasion of this splendid
outporing of expressions of the respect and affection in
which helis.universally held, and, whereas, this affection
and respect come to him bécause of his integrity, impartiality,

and sterling leadership in administering the affairs of his

office in the national intereét,




62
"Now, therefore be it resolved, that we convey our
best wishes and appreciation to Oscar Littléton Chapman,
“for his inspiring leadership and wish him many active and
fruitful years in his future private and public 1life by
adopting this resolution.
| "This resolutiﬁn with a fising vote as indicative
of our highest esteem, and be it further resolved that this
resolution be inacribed-on the permanent records of the
.national Petroleum Cbuncil, and that a suitably engraved
copy be presented to Oscar LittletOn,Chépmap,_a;:eal-}/
American."
I move the adoption of the resolution,Mr. Chairman,
CHAIRMAR HALﬂﬁﬁAN: It may have a'standing vote,
please,‘of the Council,
- {(Applause)
(The resolution was adopted by a rising vote)
SECRETARY CHAPMAN: I want to thank you gentlemen
very much. 1 appreciate it. May I make one. correction in
case it was misunderstood. 1 didn't'mean that the Council
necessarily would be reappointed man for mam, but thaf the
Council wiil be appointed. Some of the members may not wish
to remain, but the Council wili be appointed immediately.
Thank you so much.
(Apﬁlause)

/ ' :
CHAIRMAN HALLANAN:} Gentlemen, the Council is
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_honored this Qorning by the presence of érdistinguished
representative of the government, Mr. Edﬁérd F. Bartglf;,
Fiscal Assistant Secretary of the-Treaéury, who desires
to express the abpreciatid; of the Treasury Department for
the industry's recofd in coﬁnection with the War Bond sale
and its cooperation with the‘f;;;éury'nepartment in its
bond activities. 1 have the Pleasure of presenting at this

time Mr. Bartelt. (Applause) 7/

‘' MR, ﬁARTEy!; “Mr . Chairman, members of the National

Petroleum Council, I appreciate very much the honor which
- has been accorded me this morning to be the personal repre-
sehtative of Secretary of the Treasury Snyder. 1In giving
recognition to the outstanding volunteer services which have
been rendered by your industry, the members of this Council,
and its chairman. I do ﬁof have a Bbrmal speech to make.
Secretary Snyder said, however, that I should make it very
clear to you that he regrets that his absenée from the city
today makes it impossible for him to do this job himself.
But he does want all of you to know how deeply he apPreciates
tie help which you have given to the Treasury ov er a long
period of years, particularly in the promotion of the United
States Saving Bonds program among the employees in youf
industry.

Mr. Snyder was here, I believe, on the 29th of July,

and asked you if you would not conduct a special drive to '
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fufther stimulate the sale ﬁf sgvings bonds to your emplojees.
You have done a wonderful job. You are, I understand, thé
outstanding industry tq promote éavings among your employees
through what is called the stock shariné promotion plan, as
i understand it. We deeply appreciate what you have done, I
will not attempt fo tell you bout the savings bond program.
I realize how busy you are from the discussions which I have
Just heard. You, I know, like othr Americans, have many
disagreements as to the various policiles that.the government
conducts, the things that 1t does, but I believe there is
one program on which we can be in agreement.

I thivk that the savings bbnds program is common
ground on_which:all Americans can unite in the interest of

our country. I have come here today particularly to give

recognition to the chairman of your Council, Mr, Walter

'Hallanan, to the members of the council who are present

here today, and to Mr. Swenérud, who headed up this special
drive which Secretary Snyder asked your industry to undertake
in his address of the 29th of July.

I am here to present citations and silver medallions
in recognition of this service. I couldn't pass, however,
without also saying that we also appreciate the help we have

received from Mr. Brown, your secretary-treasurer, and the

‘Secretary of the Interior, Mr. Chapman, and the Deputy

Administrator, Mr. Warren, and his assistant Mr. Stewart.
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I now would like to'prbceed.With your approval,%to
the presentationof these citations and medallions on behaif
of Secretafy Snyder and the Treasury Department. //

CHAIRMAN HALLANAN: Colonel Drake, would you rep-
resent Mr. Sveﬁsrud at this time.

MR. BARTELT: Colonel Drake, I am very sorry that
Mr., Svensrud is absent from the city, I have for Mr. Svensrud
a citatiqn, and also a medallion in recognition of the services
which he has rendered for the United States Treasury Depart-

ment in this program. I appreciate your accepting this on his

Lt
]

behalf,
| - COLONEL DRAKE: Mr. Chairman, maf I just say one

word in‘acceﬁting this in behalf of Sidney, that it is a

great regret that he had to be in the West at this time and

could not be here. But it was a great pleasure for him to

serve in this very . important work. And, Mr. Chairman, I

.would like to say one more thing, to you, Mr. Bartelt, as

represenfhfive of the Treasury Department:

'This response of our industry is but one more illus-
tration of the way in which it has alWays'résponded in any
important work whenever the United States government has
called upon it to do something.

MR. BARTELT: I now have the honor to present a - -

v

4
citation to the National Petroleum Council on behalf of the

1
&

Secretary of the Treasury, and the Treasury Department. i
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believe Mr. Hallanan is to accept this citation on behalf
of the council.
| CHAIRMAN HALLANAN: Thank you, very much, Mr.

Secretary. .I only want to repeat what Colbﬁel Drake stated,
that this is another, indicafion of the responsiveness of
this industry whenever it has been called upon by the goﬁern-
ment to do a patriotic service. This shall have a prominent
place in the offices of the National Petroleum Council, as
an expression of our willingness to assist, |

MR. BARTELT: I have one more pfesentation that I
would like to mﬁke to youf chairman. He has been very |
heipful in this program, and Secretary Snyder has asked if I
would present to Mr, Walter.ﬂallanan, your chairman, this
gilver medallion in recognifion of his Qery fine services
to the Treasury Department and the Savings Bond program,

CHAIﬁMAN HALLANAN: Thank you very ﬁuch. I appreciate
that. |

(Applause) |

CRATRMAN RALLANAN: Gentlemen, you have heard the
statement made by Secretﬁry Chapman that it was his intention
.to conﬁinue this Council, and that the appointments will be
announced before the expiration of the terms at the end of the
Calendar year. Of course we are going through a transition
period, we do not know exactly what lies ahead or what may be

the future policies of the new administration. But never-
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theless, I think we must assume that this is a continuing
body, and we will continue to have responsibilities before
us in this COoperafive effort ﬁith government. In that

connection we just always be aware of the fact that the

personnel problem in relation to the functioning of PAD is a
very vital omne.

 § have had some discussions with Mr. Jones, as
Chairwan of that committee, and 1 shpuld like to call
upon him at this timé to reﬁiew, generally, what the com-
mittee has in mind for its comsideration. nrf Jones,

MR, W. ALTON JONES: Mr. Chairman, my report is
brief. As the ch#irman has indicated, we had some preliminary
discugsions yesterday on the matter of'what Problems would
confront the personnel committee when, as and if we are re-
congtituted as the Eational Petroleum Council and assuming
that the Petroleum Administration for Defense will be con-
tinued in the new administration,

'’ think both of those things are likely. I can't
speak with anjlauthority, of course. I assume that the
Council will be continued and also that the Petroleum Adminis-
tration for Defense will be continued for some period of fime°
Perhaps it will be streamlined, to some extent, as the
pressﬁres are lifted here and there. I kﬁow, in discussing

the matter with the Deputy Administrator that he has defi-

nitely in mind that possibility, the streamlining of his
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organizatioﬁ, and keeping it abreast of the trends which
we see ahead.

Now, as was outlined in the beginning, WPAD, the
personnel committee undertook to fix a term of servicé for
men who were requ3sted to come here to act in PAD capacities,
so that they would not get a "from now on" assignment, so
to speak. We foundrif mgch easier to convince a man that he
should give a year or 18 months of his time, if he.felt}
at the end of that time there would be a rotation and soﬁe-
body substitufed for him.

_ ‘ »

Ve aleo instituted under the recommendation of Bruce

Brown the program of trying to bring in a successor to a man

whoe term of service was about to expire a couple of months

in advaﬁce'so he'could learn the ropes and take over with

a minimum of confusion. That has worked admirably, and we
find that we are pfepard té‘reéommend the continuation of

that policy.

Now, within the matter of the next six months, we
will have to consider the feplécement of the Deputy Adminis-
trator and, before that, by March pérhaps, we willneed to
consider the replacement of the Assistant Deputy Administrator,
whose term of service is about to e#piré° 1 would like to
ask at this time, Mr. Chairman, that the members of the
personnel committee convene immediately after the Council

adjourns this afternoop, B0 that we can discuss some of these
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programs, in tentative form and be prepared to report back

to you at the next meeting. 1/

CHAIRMAN HALLANAN; Thank you very much, Mr. Jones.
 The Council will receive at this time an interim |
report of the Committee on Use of Radio and Radar, presented
by Mr. Joseph Keller, the Secretéry of the Committee.
| Mr, Keller. | |

MR. KELLER: Thank you, Mr. Chairman,

Mr. Chairman and Gentlemen;.a committee on Radio
and Radar was appointed at the July 29 meetingfof the Council
and we organized our first meeting in connection with the
API at Chicago on November 12. I am happy to report to you
that the committee has been appointed, that the working
assignments have been made, that the date scheduled for the
first draft of the report has been set for January 12, 1953;'
and 1 Believe_that we will have a very comprehensive report
for you at the next meetipg of the Council, I would like
to say to you that radio is.a new subject so'farlas the
National Petroleum Council is concerned, As a matfer of fact,
it is a new tool in the petroleum industry, a new way that
we have for finding and refining and transporting and producing
petroleum products. It is a very‘fascinatipg one, however,
and I think it m;ght come as some surprise to most of you to
know that although the.petroléum radio service was just

authorized by the Federal Communications Commission in May
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of 1949, that already there are over 22,000 stations within the
petroleum radio service alone. It gives you some 1ndicati0nl
of the tremendous growth in this particular field,

I would like to say fo you also that one of the
great new toolé of the industry, so far as radio pipeline
operation is concerned, is the microwave facilities which are
being used.along pipelines. Today we have over 15,000 miles
of both o0il product and ﬁatural gas pipeline being served
By these very ingenious microwave systems., Upwards of 20
million dollars has already beep invested. In fhat connection
we are getting up some statistics in connection with the
the;ter television hearing to be held in January, and I was
surprised to note that in spite of the large,inveétment'so
far that less than five per cent of the pipeline mileage
of the United States is now served by micrOWéve communication,

"That will give you some idea of.the}extgnt and the
growth which is possible inthat particular field, I would
like to just take one minut; to apprise the Council of the
first challenge which has been made of frequencies which have
 been assigned to the petroleum radio service by other
services. The theater television group w&ich reprepents the
Motion Picture Associatin and the M;tion ficture Exﬁgbitors
of America; is-groposing a closed circuit.ﬁelevision service
which will come to the theaters all over the country, and

they are proposing to use the freduencies which are now béing
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used by the petroleum radio service for our pipeline communi-
cation.systéms. We are presenting and preparing a very
comprehensive defense of those frequencies. We need the
support of the petroleum administratér for défense; which 1

am sure will be forthcoming, and we need the general under-

standing of the industry of the importance of this particular
subject.

Theater television‘service does not have anything
to do with thélordiﬁary broadcast television servicelwhich
you getniufydur homes, but it has to do with the trans-
miséion of closed'circuit television, like the prize fights,
which are distributed'to theaters all over the country,
and they propose a muoﬁ more ambitious program than that,

I supposé Mr. Majewski will have torp allegiance s
when he was to choose betweén adequate communicﬁtions for the
petroleum indus#}y and seeing Notre'Dame'in a theater somewhere
playing a f00tb;11 game, Nevertheless, it‘is'extremély im-
portént.

| 5u§t one more second to ﬁention also another thing hﬂ]
ﬁhidh is of great importance to you as an industry,'and we |
are h;ping on Thursday for the cooperation Qf the‘militmry
in this,respect, having to do with a continuation ﬁf the
-use of shore and freguencies which we uge'in ra&io explora-
‘tion in the gulf of mexico. Those frequencies are used also

by the military for surface ¢ommunications[ We are trying

to convince them of the importance of the continuation of 3
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those frequencies and we hope to have something successful

to report to you at your nexf meeting.

I thank you. (Applause)

CHAIRMAN HALLANAN: This Council, gentlemen, has
always been keenly alert to the matter of military petroleum
réquirements. It has been a subject that has been con-
tinuously before us at all of our council meetings, and I
now am happy to present Brigadier Gene.al Alfred H. Johnson,
Executive Secretary of the MunitionslBoard, to discuss the
subject of military petroleum requirenments.

GENERAL JOHNSON: Mr. Chairman, members of the
Council: It is always a pléasure to come before you briefly
at your regular meetings and deal with the.members indi-
vidually on military matters.; I ﬁaccept thé opportunity to
express for the Department of Defehse the appreciation and
neverufailing interest shown by the National! Petroleum Counﬁil
in petroleum problems of the military.

In so far as petroleum requirements for fiscal year
1953, those have been made known to industry by the Armed
Sefvices Pétroleum Purchasing Agency, and bids have been
obened and negotiations are now under way to cover those
re uirementsf At this time the only serious deficit we have
in covering our fiscal 3¥pwar 1953 requirements are in the
grade'll%/i45, Av gas. This serious shortage has Been with

us for some time, and at the present time we anticipate it




will continue for a year or two-in the fufure.

Our requirements are increasing, as has been foré—
cast, and you have been'informeai Every available estimaté
that we have at the present time indicates that in 1954,
fiscal year 1954, the_military requirements for Grades
115/145 Av gas will go up 20 to 25 per cent ove¥ the current
requirements;' This has been necessitated by increased
opefational activity, increééed training and the necessity,
in some instances;‘to provide strategic reserves to carry
ocut the mission of the Departwment of Defense;

In other fields of petroleum requirements, the
‘industry has been able to meet them wifhout stress. Requiren
ments for motor gasoiine, diesel fuel, MNavy special fuel
oil,-héve not increased as fasf as some’ofrthe aviation
fuel requirements.

In the present Koreanusituation,the.coming of
winter, our requirements for low grade diesel have gone up,-
but I have been assured that industry is able fo take care
of it. In the jet fuel field, wé anticipated:f;the fiscal
year 1954 the requirements for JP-4 and-other'}éf,type'fuels
will juSt about double what they were this year, |

In the Navy and the Air Force the effect of our
increésed préduCtion of jet aircraft is coming into being,

and increased tfaining and operation of those jet aircraft

will continue to raise the demand of jet fuel for some time
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to come, This is not occasioned by any drop in v gas re;
quirements, however. The Afmy, the Aif Force,.aﬁd the Naéy
continue to use‘more and more Av gas along with increased

jet fuel, The Army in particular is fusing more helicopters,
low speed aircraft, for their close ldgistic.support and for
the long range tfansport aircraft. If there is one thing I
must emphasize, it is the Aviation gasoline, particularly
octane 115/145, For reasoqs‘ﬁhich you undoubtedly know, there
has been a lag ip tthekpansion of the outpuf'fabilities,

and to obtain the minimum quaptities requiirad by the military
and civilian operators, we have éeén informed that we would
have to resért to the puréﬁase of increased guantities of
increment@l cost gasoline, because the normal economic

supply has not beenravailable;

We have resorted to some marginal procurement. I
should like to emphasize to industry and to the members of the
Council, the necessity for expediting your aviation gasoline,
expansion projects, and to assure you that fhe Department
of Defense will do everything possible to assist ind stry
and petroleuﬁ administration in their activities along the
linéé'of expediting:the whole output expansion program,

I know that you will hear more ffom members of PAD on thisf
Av gas problem, ané I will:leéye it there, f
Before closing 1 wanf to express wy appreciationfén

a point of indusiry-government cooperation which I have just
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had fhe pleasure §f énjoying; I was privileged to participate
in 5 small mission to the oil facilities in certain count;ies
: N

in the Middle Fast, and I know that many of the members o%
the council represant activities whiqh have lnterests in that
area. I want to say that we were welcomed with open arms,
shown evérything, and given the most gracious and compre-
hensive tour of all of the activities. Those areas out
there are important to us because they are important to
our friends and they represent, from.tﬁe defense point of
view, a vital link in the security of this nation and thé
rest of the friendly nations in the free world, I know that
Mr.‘Wafren, the Deputy Administrator for Petroleum adminis-
tration, likewise appreciated and will undoubtédly express to
the interests we visited, his appreciation as‘I'will, for
the warm welcome received in that area.

Thank you very muéh. (ApplauSe)

CHAIRMAN'ﬁALLANAN: Are there any questions which
any member would like fo direct to Generai Johnson?

Thank you verj much, ngeral, for your stateﬁent.

We now move to the preséntatiﬁn of the activities
of the Deputy Petroleum Administrator. I have the pleasufe
now of pfesenting é man who has been so successfully directing
the . far-flung activities of this important branch of govern-
ment, the Depufy Petroleum Administrafcr,'Mr. Fd Warren,

{Applause)
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1MR, WARRENE Mr. Chairman, Gentlemen of the
Council: General JO0hnson failed fo tell you that we stoppéd
at Paris overnight, headed for fhe Middle East, and I was
reminded of talking to Judge Downing here a year or two ago,
and he had been in Paris, He said he h;d seen the Follies
Bergere., I said what else did you see in France whil you
were there. He said "What else is there to see?" .

I know that fime is getting short,and_We would
like to present our PAD prograﬁ before adjourning for lunch,
md I am going to proceed with taking up a minimum of time,

I would first like to introduce, however, some of
the new Staff members coming to PAD, Mr. Emmett Vaughey
“from Jackson,_MjssiSSippi, of the firm of Vaughey and Vaughey,
independent producers, is in here as deputy to the Director
of Production, and will succeed Bob Foree on the first of
January. Mr. Vaughey. (Applause)

Mr. Henry Waskowski, of the Magnolia Petroleum
;Corporation of Dallas, succeeding Mike Brenner, as @ssistant §
Qirector of Production. Mr. Waskowski.r (Applausei

. If(Mike Brenner is in the room,I would like to

have him stand up. He has been here for over a year and ié
going to return to his company, the Shell, when Mr. Waskowski
takes over. (Applause)

As assistant Director of Refining, replacing Mr.;

Granville, we have Mr: Richard Gibbons of the Cities Serviée
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Company,‘(ﬂpplqgsej
And if "Butch" Bramville is here, I would like to
have him sfana‘ubq {Applause)

// 1 know it has been brought oﬁt here several times
that theredqiconsiderable co&cernland speculation as to what
will happ;n to the defense effort and what will happen to
PAD spegifically._ I do want to bring out that this defense
' effort, of course covers considerable territory, that
~ the PAD is only a part of‘thﬁt program. In the génerai
pattern and policieslthat are adopted by the new adminis- -
tration, I know yéu will have to consider ﬁhat will hapren
to the other defense agencies éuch as ODM and NPA and what
the adm;nistration will do in that fegard. We have had -
prﬁgrégs; Programs are established on the basis of théﬁ
“known conditions and on the strategic situatioﬁs that you
asStme. Back in 1950 and 1951 tﬂg-;mminénce_add qQﬁgér.tq:dur
security was such that the prograﬁsﬂset uﬁwa;eii;'thiﬁkllJ
perhaps ambifious. Now that'we have achievéq a pgrt of those
prog;aﬁs, there can be a stretch out. For examp;e, in the number
bf wells, we make an gssuﬁption'on wells., If we had the same
produq;ive dapacity ab&ve cﬁrrenf production percentage—wiée
we hgg'gg World War I, it wouid mean the drilling of wells
in the range of 60 and 65 tﬁousand walls,

We have to wake an assumption on wells, however, that

we can not in the event of war have a - cessation of drilling

:
W
]
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activities, which we did have in the last war. I think it;

is very important that the Council and the industry recognize,

if we should have é war, the dfilling development must go

along at the pace that we are currently having. While I wés

over in the Near East, Mr, Davis was acting deputy director,.

I have.onlﬁ been back two‘days. The program that we have

today was aranged by Mr. Davis. I am going to call on Mr.

William Simon, aséistant Deputy Administrator and General

Counsel for PAD to give you his idea of defense 1egisiation./g
Mr. Siﬁona

MR, SIMON: ”Mr. Chairwan, mewbers of the Council

and Gentlemen: 1 have been asked to spectlate on what the
incoﬁing congress is likely to do.ﬁith legislation relating
to éontrols. My assignment is to discuss whatll think the
congress will do, not what I would do nor what I would recom-
mend to it. |

The¥e are three possibilities: First the congress
may continue controls in substantialy their present form,
Snacondly, the congress may eliminate all controls on fheir
curyent expiration, which is April 30, for price controls,
and June 30 for materials control$”;~fjﬁThirdly, congreés
way take a somewhat middle-of-the—road.coursé of extending
the legislative autborization for controls on what we ﬁighf
call a standfby basis; to eliminate their Cuffent imposition-

but to givé the administration thé power to re-impose contfols
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if they should arise. While the future of controls wiil
depend to a great extent on economic conditions during the
next three to six months, there are ceryain factors not
likely to change that can not'be overlooked, and that will

have an important bearing on the decision the new adminis-

tration will have to maké. Inflation is one of the problems
with which the administration must be concerned in the nat -
ional interest, for it would be unfortunate if an inflationary
spiral were to continue‘upabated. But deflation is an even
greater problem,'for‘the new administration, because we tan
nét afford to cure our economic ills fhrough a ‘business
recession. The defense budget for the cominglfiscal year

is estimated at $40 billion. There are additional contract
authorizations to ihe military previouslyrauthorizéd by the
congressﬁ P:oﬁable defense spending in the calendar year
1953 will be roughly®50 billion.

It is unlikely that so substantial a sum of money
can be spent by the military without the possibilify. although
not necessarily the certainty, of unnatural strains on oﬁ¥
eéonom&.r It is also possible that eXpending of .this will
create short taxes in varying degrees for some products.

By late spring or early summer carbon steel may be
suffiéiently plentiful, that the order takers will again
have to revert to be;ng salesmen. But this déesn't mean that

steel will be\ple&tiful in all of its shapes and forms. Present
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indications are that heavy plate, certain types of structﬁral
steel, and qil éountry‘tubular goods will cdhtinue.tolbe 1n‘
tight supply even after steel supplies generally have cauéhf
up with or even passed the demand.

-Although the new congress will udnoubtedly view
: cbntrols as éomething to be dispensed with at the earliest
possible moment, I somewhat doubt that it will deny the new
president the power to deal with scarcities of critical
materials or rising prices if the need therefor should arise.

Many of the responsible officials of the Office of
Pricé Administration now feel that the 11quidation of that
agency is being accelerated and that its. - virtual but not
complété dismissal is soon to occur. Many commodities are
now being decontrolled because prevailing prices are sub-
atantially below ceilings. This is not true of petroleun,
and OPS seems to oppose decontrol for petrgleum prices,
freseﬁt petrbleqm ceilings, of course, result in part from
the industry's consciousness in holding the price line in
the fall of 1950. The, congress will n'o-doubt recall what
happened to prices generally in the interval between
Sepﬁémbei 8, 1950 when the DefgnSe ProductionAct was passed,
and.Jénuary 26,71951 when the Presidert, imposed pride controls,
In many industries it was a vigorous{;}aqe-to see how high it
could get the prices béépré controls ;ere imposed, and |

eventually they were certain would scon happen,
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The price of wool almost trebled, and clothing
pricés rose accordingly. As a result, clothing is today
selling well below ceiling énd has recently been &econtrolled.
The 0il industry did not ﬁaterially raise ité prices in‘the
fall of 1950. Its prices were at economically realistic
levels when controls were imposéd and this accounts for the

fact that petroleum products arenot now selling substantially

!
ki

below ceiling prices,

In a competitive free enterprise-econﬁmy, business
men must remain free to price their goods as they choose, and-
to setl to those customérs-with-whom they want to do business.
The counter-argument, however, is that when an interﬁational
emérgency introduces artificial economic factors. into the
economy of the nation, the executive branch of‘the government
must have the power to prevent undue dislocations to the
economy as a reult of tha; emergency.

7t there were a éontiguing shortage of, for example,
oil country tubul#f goods, it would be natural competitive
business conduét fér the mills to diét;ibute their regular
mill production ﬁo thoseubuyers who héd been their most valued
historical custohers. But it ﬁight result‘infinadequate
supplies of pipe to the small prodicers and led catters
who hhve traditionally diécovered a substantial portion of
this nation’s crudé oil reserves; 7Regard1éss of the econoﬁic

effect might well be the result in action by the congress #nd
i

L
H
1




a2

not to everyomne's liking to protect that smaller segment Qf
the economy. These considerations mighf"reasonably lead éo
the conclusion that the 83rd Congress will extend the
defense production act for.anéther year in modified and
watered down forﬁ to pro#ide for Sténd—by controls., Such
1egislation will probably provide some authorization to the
president to control prices whenever there is a thréat.af
undue inflation,

Whether this be on a selected basis as to particular
commodities or on an overall basis tied to statistical
price indices, such as those of the Department of Labor or
the Depaftment of Commerce, will undoubtedly be thé subject
of seriaus congressional.conéideration° It is not unlikely
that ‘a stand-by agency will remain in_existence to act
promptiy whenevér thé‘need.arises, for price or material
controls, and thereby to avoid a repetition of the results
of the four months delay in imposing price controls in the
fall of 1950,

It seems reasonable also to conclude fﬁat there
will be an extension of 1egislative.authorizatién for the
President to allocate or extend priort%e#&br;the materials
that are in short supply; However, 1 bé{ieQe that either
by 1egi§1ative or administrative restricétion those controlé
will only be applied to materials, the demand for which ex-

ceeds the supply, and a substantial portion of which material
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is either directly consumed by the military or is consumed
in industires that are deemed essential to the military
or atomic enérgy prograﬁs. |

These are but prognostications, and myrcrystal
ball is no bette? than any one else's.' While there will
no doubt be a very great reduction in the area covered by
controls;_and perhaps their complete elimination from current
practice, it might be'éiﬁistake for industry to- laok for
complete elimiﬂation of the legislative authorization for
controls in fﬁé vear 1953, It is certainly reasonable to
expect a substantial diminution in cont;ols and an elimination

of all those that are not necessary to*%he stability of the

. economy,

I anW'that the mere existence of legislative
authorization for controls will cause manybusiness men to
fear their abuse, ff,:

1 would like to close by Sa;ing ¥haf it goes without
saying that the best law ever drafted will not work if it is
badly administered, and good administrators will make even |
poor legislation workabhle, //

Thank you, sir. {(Applause)

MR, WARREN: Thank you, Mr. Simon.

. Before calling on Mr. Davis, I wanted to tell the

Council that we have under appraisal the organization of PAD

and with the idea that when needs for certain parts of the
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organizatioh do not continue, we will make the change, The
agency has been sﬁrunk‘from 330 people to less than 300
in the last three mdgths, and we are constantly making
studies depending on the needé.

Mr. C. Eugene Davis, Assistant Deputy A&ministrator
in charge of &omestic petroleum oﬁeration, who is acting
as Deputy Adminisfrator in my absence, will ﬁow pregent to
you Mr, Keeler, Mr. Bateman and Mr. Foreé, with respect to
certain. domestic problems.

Mr. Davis. (Applause)

EEL_2521§5 Thank you, Mr. Warren.

’/Mf. Chairman and mémbers of the Coundil: In
talking about PAD in a presentation to you people, we are
always confronted with a rather typical decision, whether
to try to tailor a program to finish up at a reasonable

time, around one or one-fifteen, or whether to do the program

on the basis that we think would be of most interest to you

regardless of length and have a noon recess, We tried it
both ways, and this time we have endeamvored to confine the
p;ogram to the length which would permit adjournment rela-
tively soon now. We have not prepared a discussion for
you in certain fields like heating oils and the

details, more details, of our devious programs and general

supply position and so forth, because those subjects, we

felt, were not particularly active now and in the interest of
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a relatively short progrim we have not seen fit to includ%
tiose in our agenda.

If‘has been recognized by most of you that sincé
before the Lﬁational Political Conventions in July, the Wash-
1ngt§n scefe has been one of great confusion, aCCOEbanied

. .
by uncertainty ﬁnd indecision in many quarters.?:This is
not necessarily the fault of.any individuals of groups
of people, but reflects the‘kind of dewocracy in which we
funéfioﬁ; For sevéral'months most all of the prdblems of
Gov?:nment havé been colored by political considerations
and it can be appreéiated that the difficulties of adminis-
tration of thg Defensé Program during this period have been
compounded,

The results of the national election of November
4th determined that there shall be a change ih the adminis-
tration of Government for the next four years but, if anytﬂing,
further increased the confusion that exists during the
period of transition from one administration to the next.

In the Petroleum Administration for Defense we are doing

our utmost to consider fhe Justification Qf our.existence

in the light of the present status of our respona;bilifies to
Government and indust{ry and the basis needs of our country

in preparing for the eventual all-out war. There is a great
deal of publicity and thought being given to decontrol of this

and decontrol of thét, lower taxes, housecleaning, etc., bht
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but it is apparent that very little is likely to be done in
that regard for several months,.

If we accept the philosophy underlying the present
mobilization effort as being sound, from a standpoint of
international politics, our judgment of what needs to be done
héed not be colorec by partisan politics or other extraneous
cohsiderations° On the basis of estimates of petroleum
requirements, in the event of all-out war, .we have defeloped,
with the aid of industry and thrpughiﬁhexbgfense,Production
Administr#tion,'cer?ain expansion goals:lwhich have been
estabiished as objectives for the short term, meaning through
thé calendar year 1953, To refresh four'memory of these
goals, tﬁey are as follows for the doméstic petroiéum industry:

New wells drilled, 50,000 in last half of 1952,
55,000 in 1853.

Refinery expansion, 8,750,000 B/D in being or pro-
jected at the end of 1953.l

Natural Gasoline, 1,132,000 B/D in being or projected
at the end of 1953,

0il Pi?e Lines,‘19,700 miles of new construction hy
the end of 1953,

Tankage (new capacity), 153?000,000 by the end of
1953,

These goals were established in the light of estlimated

wartime requireméents and our appraisal of whatthe indLstry
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would build without Government assistance, other than
aceelerated tax amortization. It is now apparent from the
experience of the past few months that we are likely to fall
considerably short of these goals. Just how much cannot
ﬁe given at this time. We have not proveieuely advised
the industry of . the status of our programs because for the
past two months we have been engaged in completely reviewing
our studies of the wartime requirements. 1In the early part
of next_fear we expect to be able to advise you of revised
programs that seem necessary if we are to meet the require-~
ments of mobilization, |
It is appropriate to say that present indications

are thayﬁyhe‘size of the goals in several categories will pe
smaller fer{the current period but will be establiehed for
a longer'peeiod including the years 1954 and 1955,

| For the past three weeks, talk of decontrol has been
gowing like wildfire and it is quite likely that 1953 will
see substantial changes in the organization and direction of,
mobilization effort but it should be kept in mind by all -
members of the National Petroleum Council that premature disso-
lution of the work of PAD can create the very conditione in the
relations between Government and industry that fhe'formatibn
of PAD was expected to avoid. It may even be said that the

~ problems involved in the dissolution of the present method

of operation under so-called peace time conditions are even




88

mdfe difficuit f;om the standpoint of preserving'ﬁ sqund
working basis of industry—gdvérnment cooparation that;‘was the
creﬁtion of the organizatién in 1950, 1 unld also urge the
désirability of the iﬁdLgﬁry continuing its willingness to
provide adeguate staff replacementé during the coming year or
as long as PAD remains in existence.. Our stafl has alredy
been reduced subs{antially and further adjuStments will
ﬁndoubtedly be made té correspond'to the work-load asrit
develops, but until dissolved, the need for competent staft
will be as important as ever. Fromléll indicationg, the Avia-
tion gasoline sho:tage Qill be with us at least until the
early part of 1954,.and, in that conuection Mr. W, W, Keeler,
Director of the Refining Division, has sowme remarks which

will be of interest to you, |

Although the Suﬁjegt of materials aveilability and
decont;pl is, as previously sﬁated? subject to considerable
unéertainty at the moment, you will be inferested in a few .
remarks on that subject by My, Harris Bateman, Dilrector,
Mééerials Division,

Mr. Fofee, Director of the Production Division has
for the past few ﬁeeks been_engaged in/zunning fight with the
NPA and the steel industry on the subject of 0il Country
Tﬁbular Goods and‘the 1aqk of adequate mill capacity fo

' meet the requirements. Mr. Foree is scheduled to leave the

ageancy to return to private industry ver& shortlﬁ put I am
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am sure he will be long remembered for his forthright
approaCh to this problem, particularly in certain quarters.

Mr.,Keele‘r.=

MRQIKEELER; ”ﬁrh Cha;rman, members of the Naticonal
Petroleum Councii, and guests: I wéuld like to go info a
little more deﬁail in the operatiog prob;em that General
Johnson touched uponnl

 Gentlemen, I am suraz that you did ﬁot expect this

meeting to proceed very faf without soweone from PAD describing
to you the critical need for monezﬂﬁ%lation capacity and
more current production of aviation gasoline.

It would indeed be unfoftunate if Eontinued.exposure A

such remarks has made you even partially immune to an understand

ing of "avgas sickness." Ve contracted this disease early in

World Wér 11, hadla brief reGOVery'(rather abruptiy) on VJ
day, and then had a relapse Qith Korea 1in 1950,7 Our painsg
Qere{greatly intensified with the loss 6f aviation gasoline
frég;jﬂbédaﬁ in'1951, ﬁnd a crisis was only narrowly survived
during the refinery WOrk stoﬁpage in May éf this'year when we
1ostla third of our avgas production“

Where do we sténd now? We'héve ;’firm construction
program which we beiieve will enmable industry td wzet expand-
ing requirements during the present preparedness ﬁrogramr

Some pari of the total production will continue to be higher

than normal cost gasoline. We believe that there are other
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finénoially attractive locations where additionél alkylation
units wili theréfore e bwﬂﬁ‘;nd opefated forlthe,production
of normal cost aviation g&égline. |

As late as last spring we had expected that com-
pletion of the new facilities now undeyr construction would
alleviate the tigﬁt supply situation before the end bf thig
year., Since that time ingreased dgmands on the part of both
military and civilian users of avaiation gésolinévﬁalong
with é_delay in cohpletion of ?ew facilities, hﬁs céused
us to forecast a continued tight supply gituation for af
least the next year and.a half, From our past experience
we can conclude only that revisions in aviation gasoline

requirements have almost always been upward and-prdduction

figures almost always downward. The demand for civilian

aviafion gasoline will of course depend upon economict 
factdrs, and the demand by our military-fofces'willfiiﬁewise
depena apon the money which they have availabie and desire
to use for the purchase of aviation gasoline. Both of theée
demands are theriore subject to change which can apd have
upset existing supply.and demand balénceBW}Right now the
balance has swung to the point where the shortage forecast
for the next year snd a half is in the range of 6, 000-
10,000 B/D of equivalent Grade 115/145. PAD believes that this

shoxtage must be overcome in ordexr that essential supplies can

be wade availablie for both civilian and military uses..
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Except on the West Coast, there ised stocks are in
shoxt supply, alkylatien units are running essentially at
capacity; We hope té get about 2,000 B/D of additional
115/145 through more costly utilizmation of‘remaining alkylation
capacity in ofher sectiohs of the gountry. The remaining
shortage can be wade up largely through the blending of
imprbved qudlity base stocks and high cost aromatics including
tdiueﬁe,'xylene, efhyl benzeng and benzene-toluene miXtures.
Prodﬁction of additional aviation gasoline in this manner will
be costly, with some production of avgas costing agout double
the!normal Gulf Coa;tApriceu' At the samo time it is cén—
siderably cheaper fhan other progadures such as catalytic
" pretreating, thermal,retfeatings‘ahd other processes which
would be required to m;xiﬁize production in wartiméa We do
notias‘yet know the extent of demand which the_military will
nake against this potential high coét'productionu However,i
" as this stituation ¢larifies PAD will be requééting moré
refiners to coopefate in tﬁis prégramu_At_the same time we
are‘convinced that the stated military éemands reflect a
real defense néed; and that the deléys in purchasing this
material aré occasioned by a very feal problem in availability
of funds, o
The military services are naturally concerned over
the increésing costs of thelr purchase of aviation gasoliné,”

while most of the commercial avgas, both domestic and export
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‘continuefat controlled normazl prices. .It has beeﬁ PAD's
position, aside from any basic issues involved, that the
situation does not warrant the eétablishment by government_
of the complicated mechanism which would be required“to
allocate higher costs to all users. At the same time we
maintain that the petroleum industry cap atv extra cost produge
the avaiation gasoliné demands of all users without undue
hardship to any segment of the economy. For this reason,
barring unforeseeﬁ developments in the worid.sit‘uation9 we
do npot foresee a need for allocation of civilian aviation
fhels.

Thisjis what you can do to help keep this situation
from'reachiné.a poinf where drastic action wili be necessarf:-

1. Make sure that your alkylation ﬁnit_is-doing all
it can. If you need outside feed stocks PAD stands ready to _
help you find themnr Sometimes alkylation units stand idle or
| operate at réduced cqpacitylwhile cat crackérs are down fof
turn-aroqnd. Perhaps this c#h be avoidedo |

Q;;'ff you éon't have an alkylation unit, but can
supply BB fractions or butylene pélymefs,klet.PAD know, singe
additional stgoks are needed.

3,l If you can produce high guality base stocks,
'let us know. We are particularly aﬂxiousrto obtain high 3 C

octane componenis such as catalytic reformed stocks, The

production of such waterials may assure a year-round outlet
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for some of your gasoline preoduétion,

4, Take énofher,lodk at your various other possibil—
ities for increasing avgas production. Thefé is always room
fof improvement,

5, Take a close look at your completioﬁ schedule
for alkylation units.and supporting facilitigs0 Pﬁﬁ”will
assist wherever possible in giving you materials asglstaﬁce
especially when somé particular items may ﬁe holding up
cowp;etion of the job.

This about conpletes our-storylon tﬁe gurrent avgns
situation. Now what about our ﬁartime picture? Industryf”

ix now building or preparing to build enough cgapacity t;.ﬁeet
thé initial warﬁime aviation gasoline requirements which were
.{anticipated‘only a year ago, Most oi this has béen done
without benefit of the alkylation facilities contract which
wasdeseribed to you last July, The trouble is that the
waftime requiremenfs have beea ingreased, and ve ére now

shbrf 30--40,000 B/D for a miﬁimum, We think that the
industry will f£ind it desirable to build some of this capacity
for their own economic reagons., In the interest of national
security we urge_jou to procead promptly-on any such projects,
vhether they be new units, rebabilitation, or bottleneck
removal jobs} We believe that you will find that the expdnéion
which you now have underwéi will be needed‘for some years to

come for the production of aViétion gasoline, and that your
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investment in these facilities will be justified. At the
same tiwme we cannot acgurately forecast'the economlie piciure
for the full addifionai capacity which must be built to
protect against an emergency, since future developments
| méy show even higher peacetine requirements that we now
antipipateﬁ Yot have not utilized the alkylation facilities
cbntract to any gfeat extent in the substantial éxpansion
program which youhave undertaken, 1Its provisions dbviously
were not attracﬁive to you and were not needed tq induce
you to go ahead with the projecis.

lThe phase of expansion which we are now after,
- the extra wartime capacity, will require a somewhat dif-
fenentiapproach% In cooperation with the ASPPA, PAD is
‘attempting‘fo egtablish a realistic and practical approagh to °
this problem which will get the joﬁ done by Industry, The
bqsi@ approéchuﬁill be tolobtain the necessary flexiﬁility
in tﬁe contracts to perwmit working oﬁt.mutﬁally acceptable
afréngements with refiﬁers,but of-éourse with all concerneéed
piaying under the same house rules, lIt is PAD's belief that
fhe job can be accomplished inthis manner, We intend fo
continue our efforts in this direction until a procedure is
ﬁorked out which will get¢ the necessary capacity ander
construction;

This ié what vou cén do now to ﬁelp further this

program:
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1. Start construction pfdmptly.on any alkylation
expansion whieh you have in your long range programr |

2. Look over your present_facilities and initiate
bdttleneck removal programs, |

3, Take another lock at your vefineries t& deter~
wine whether you can justify additional alky}aﬁioﬁhuhitsl
fpom your own aconomic considerations. ! '

| 4. Take a look a2t =sny other locainns where feed

stocks for alkylation will be availzble., It appears likely
that some of you will be asked to_construct alkylation uﬁits,
at Govermment's risk, at some of these locations.

Thank'foquQﬁpplause)

MR. DAVIS: Mr. Keoler is making his last appearance
as direCfp? of_Refinérséand.I assure jou his absence will
be ﬁéifiﬁnd he will be'misaedu 1 mentioned a moment ago that
the m;terials situation was'ﬁeﬁy confused, and the subgect of
decontrol was klcked hlther apd von,~ But I would 1ike to
ask Mr. Harris Bateman Dlrector of the Materials D1vision,‘
to make a few remarks on that subject, Mr, ﬁatemanu

ey e .
MRfJéATEMAN: Mr, Chairman, Gentlemen, Decoptrol

of materials has again become an active subject I thought
you would 11ke to know what is belng said here about it and to
learn what is being pianned for the future,

You probably know that decontrol plans were being

made just before the steel strike and when the strike catle
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any plans for decontrolling steel were shelved, Until now,
nothing further has been dona toward decontrolling the other
two confrolled materials - copper and aluminum - as

" presumably the situation on thése did not warrant it.

A plan under disCussion in June has been rovised to
bring it up to date and it is being seriously considered-b§
the Washington agenciés at thisz time. The plan was developéd
by a group inthe Defense Production Administration, headed by
Mr. Truppner,

A meeting of the Government's Production Policy
Committee waé held December 1, Mr., H. H. Fowler, head of the \
.Office of Defense Mobiliatio@ presiding, to discuss. decontrol,
and in particular the Truppmer Plan, and another plan pro-
posed by the steel industry. In brief, the Truppner Plan
contemplates extending existing controls until the first
of July,rhéxt year, but modifying them substantialiy after

that. Boginning then, both military and Atomic Enérgy

Commission requirements would be handled by a controlled
maierials plan, such %s we havé now, but everyone else would
be from under controls except where shortages reguired
special allocation or'priorif§ help. There are a lot of
detaills written into the.plén, such as open ending in the
first and second quarters to allow_ényone to buy mill pro-
duction not covered by CMP tickets; also, under what con-

- ditions a shortage would be recognized and controls put on
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material invoived, and the likef However, you can appreciate
that the Truppnef Plan in subsgtance will continue the frame-
work of controlé; so that they can be put 5ack into effect
generally, in case of need., It will guarantee that the
Miiitary and Atomic Enevgy Cémmission will get what they need
buf at the samé time hold them to an approved program, énd,
in addition it proposes a means for taking care of unusual
shortages.

The T;uppnerlPlan contemplates, of'cpurse, that
Defense 1egislafion will be epacted extending controls beyond
June 30, when the prasent act is due fo expire. It is the
prevailing opinion here‘that this will be done.

in sharp contrast,rthe Steel Plan, which was worked
out by the Steel Industry Advisory Comméttee, proposes that
:brmél controlé; as wo noﬁ héve thémq will be terminated at the
énd‘of the first giarter. 1In the second gquarter, steel mill
produétion dirgctives, the soet-asides for military and Atomic.
Energy Commission, and épecial Assistance proéedures would
be continued for as long as the.Advisory Commi;tee recom-
mendeé. Presumably these confrol devices could be continued
indéfinitely but the apparent expeciation is thatlthey‘would
be dropped by Juiy 1, if mnot before. In other words? the
ste¢l industry wants to get‘back the control of ité business
andlhave the controlling doﬁe at home rather than here in

Washington. In this way the users of steel would be on their
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own and it would be up to each to make his own afrangements
‘to obtain sﬁpplies;

In the Prodﬁction Policy Committee mesting both
the Truppner and the Steel Plans were discussed, with the
Truppner Plan receiving genecally favorable comment, élthough
- a number of revisions were suggested., If the sense of ﬁhat‘
meefing prevaiis,lit is apparent that some controlé are-r
wanted and will be continqedg‘at-least until the end of
the second quarter, 1953,

At the cong¢lusion Qf thé meéting Mz . Powler asked
Mr. Truppner'’'s grou§ to‘rebise its plan to take into account
the suggestions for changes_that met with approval in the
-meeting, The reviéed plan is then 90 be girculated aﬁong
the agencies and,‘if agcepted without comment, it will
be passed aioné to the new Administration for such action as
it cares to take, - This seems tolme‘to be a logical decision
in thét the new Administratioh will assume the problems of
.defensé ig a very short ﬁﬁile and'shculd be allowed to make
its own decision on the futurerof controls, It is geheyally
agreed that it ié'vunnecessary to take any actibn on.deéonfrol
prioe to Janﬁary 26; even if controls were to be d}oppéd, say,
at the end of the first quarter. On the othér hand, if
controls were dfopped now it would be most laborious and a

slow process to put them back into effect, 1f the new

Administration wanted this:done;
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S0 youCan'see the-question-of decontrQI ig still in
the air and will be ﬁ.subject for conﬁersation and planniﬁg
fér some time to‘cﬁme; It is therefore important for us in
PAD to know what the sentiment of the petniéum inaustry ig
on.the subject; Ih order to ascerféin thét senfiment, Mrnl
Forée,‘wholwill épéak next; held a meeting yesterday with
0il and gas assocliation representatives in regafd f§ con--
tinuing o0il country tubular goods controls; |

Iﬁ the meantime wé are going ahoad to work out,
in the regular manner, material requirements for fhe
petroleum industry in the secqnd quérter of71953,‘ Tentative
figures were given ouf by DPA-yesterQ?y@lyhich indicate
that we will get less than staEed radﬁi#emeﬁts,ibut about
* the amount granted iﬁ the third qua£tef70f this year, which
is the last full quarfér we héve had. Reduétions will
probably be made in tubular goods and in large dimmeter line
pipe to bring the allotmenés in line wiih probable mill |
production‘\ These reductiéns will be subst;ntial because
the expected demand far exceeds the suppiy; Other materiais
may be reduced gin quanQitﬁrnominally, but programs should
nbt be much affé%tedq | : | | _

. : ! : ‘ . | -

Thank yqu;ﬁ {Applause,) '

MB . DAVIS:_ Bob Foree has been cérrying on a running
fight with anyohe who will fight with him on the subject of
oil country tubulaf_goods., 4 wpuld like to ask Bob to talk H%

to you on that subject now.
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vis,

MR, FOREE; 'Fh ;
oy, Chairman, ladieé and gentlemen, I really had
sometﬁing_fo fight about. This tubular goods matter will
require all of your time, if you do any good, and I haven't
been able to do‘ghy good in a year,
. We‘haa a meéting, that is the one that M¥r, Bateﬁan

referred to yesterday, with 20 representatives of 22 oil

and gas associations from all over the United States., We

asked them to come in to talk about the desirability
and feasibility of decontrol of oil couptry tubular goods.
I can truthfully aay that they were all in favor_of decontrol
in principle, and some of them deconfrql pericd. They,
Just a few of them, wanted to wind it up yesterday. The
meeting lasted about like the council's meeting, and.it started
about ten o'clock and I think it wound up about one-thirty,
ﬁe had a'few visitors from NPA there who I have been sparfing
with for some time, trying to find out what the capacity
Qas to ﬁake tubular'goods in the United States., They were
somewhat hélpful,

| I think we gof over to them that there was a
shortage of o0il country tubular.goodsn

Now, what they will do abeut it, I don't know.

There,wegé:affew suggestions that came out of the meeting,
£ : ' . -

One was by an industry man. He suggested that the way to cure.

the oil country tubular goods was to build a will with the
. g
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capacity of a million tons a year of.line pipe, and_thereby
felieve the secamless mills of'the 1£ne pipe that they afe
nbw.making¥ I don’t kKnow that the industry is interested

in fh#t, but with capacity that we now have, as‘I'estimate

it; with -the line pipe.that is being made and ﬁill continue to
be made in these seamless miils,ﬂllsee no chance of bélancé
between demand and supply'in tubular goods in 1953,

That is, of course, based on your continaing to-drill
wells, even at-the rate you did in 1952, There were repreosen-
tatibes d£ the major c&mpanies and fhey exﬁressed thenselves
yhat the:ﬁajors both thought it desirable to decontrol this
time and that it wﬁgﬁfeasiblen Those representing the
independents, quite a féw of them thought that they would
put a lot of if's in it, if the emergency stockpile is con-
tihUQQU if the supply and demand is in balance, if EésenhéWer
doesn't come back with plans for increased activity. The
~ independents, a lot of them, expressed fears that thei might
not be able to get as much pipe with the free as they are ;
now getting. I believe the méeting wouﬁd‘up, the general
consensus of the meeting was, that we delay the matter. for
- @ome time, talking about it im the neax future. |

There were three objections to that, however. There
was a preponderance in favor of waiting until'the‘new adminis-
txation cones int@wﬁgeiﬁg, and taking a better look at the

demand and the supﬁiy,
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Now, I will give you a little run-down on the

first quarter, the first quarter of 1953, as far as new

tubular goods production is congerned, is no better than
the third guarter or second querter of 1952, 1In fact,
it is just a little less. There will be available to

the domestic industry in the first quarter of 1953 casing

and tubing in the amount of 35%,565 tons. That is electric

weld and seamless pipe. Added to that for the first quarter
will be épiral weld in the aﬁount of 3,875 tons} lap-weld

at 10,850 tons, plain end mechznical tubing, 13,825 tons,
and 30,000 tons out of M-6-A stock,

'This material got irto M~-6-A stocks because of the
fact fhat third quarter orders did not take up all of the
time of the mills during the fourth quarter. I think there
was an average loss of 80 days which left about ten days'
supply of time, and that material was moved into the M—6_A
stocks and has been allocated in the first qﬁartera

The total allocation for the firsi quarter is

418,115 tons. I don't think the 30,000 ton withdrawal of

M-6-A stocks can be repeated, 1 hope that the plain end

mechanical tubing will be repeated. 1 hope it will be
increased.
Az I mentioned, the first quétter will be a little

lighter than the third or secord, That was due primarily to

~the Pittsburgh. steel company's eliminating from their plants
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their big seamless mill, That mill is being torn down and
moved to another locaticn, and i% will be in operation prob-
ably inlthé first quaﬁter of 1954, in as much as this is my
1ast report to you, gentlemen, and élthéugh I took this job
uﬁder duress a year ago, it has been a pleasure to serve

your needs. My work wiﬁh you in staffing, you have been
very cooperétive, very cooperative., You have cooperated in
every respect and helped mein svery respect. My-judgment-of
the o0il industry and the mean of the 011 industyy has always
been that they are tops. My experience in deéling with them:
on their applications quaréerly hasg confirmed.that jUdgmeﬁtn
: There have been_very few'in the oil inﬁustrf who
have tried to misuse or pressure the production division
of PADE Ut has been a pleasure to serve under Bruge Brown
and ﬁndgr Ed Warren. I WOuld recommend théﬁ any that you
might send to PAD in the future, their experiende in PAD will
proflt them and profit you,
| Now, if the Produétion Division of PAD this year.
-has fungtioned as it should have, the credit of it goes
to those men who are working ip theProduction Division, 17
men from your various companies, They average 15lyears in
thé o0il business, They havé done amarveléus Job in hard
WOrk, in integrity and honesty, o
I thank you, Mr, Chairmana‘(ﬁpplause)

MR. DAVIS: 1 think it is time now to ask you-
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mqmbersof the Councii if you would like to direct any
‘éQEStioﬁs to the work of PAD,

CHAIRMAN HALLANAN: I think that.is true, and the
- Chair recognizes Mr. Russell ﬁrown.

MR.RUSSELL BROWN: Mr, Davis, I have been very
much interested in the‘report of your men° You have
apparently a very capable g;oup of nmen talklng to another
capable group telling them mostly of our failings, I mean;
we can't make the production prograﬁ which ybu set up, which
I am happy you announnced, we can't get the aviation.g#s, we
are not doing quitelfhe refining business‘we should, and
we cﬁp't get the-stéel we should,

‘Zvaénder if price controls serve any useful pur -
-pose‘in your[judgment,

. MR; DAVIS; With respect to the programs that we have
developed, we héve bhad thfee occasions in the'histofy of'PAD
that I recall where price control was a‘significant.factar in
our work.
{'MR RUSSEnL BROWN You mean it helped you?
MR. -DAVIS: Would you like me to name them?
MR, RUSSELL BROWN: I am not talking aboﬁt.historyd
‘But I am talking about this time,
| lMR; DAVIS: You mentioned drilling, Oil couﬁtry

tubular goods has been in very shortsupply ever since PAD.

came into existence. There are two Pringipal factors in the
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drilling_of wells for 1952,

\Mﬁl RUSEBELL BROWN:“I am speaking of.pricé con-
trols on oil industry products,

MR, DAVIS: I am coming to that by trying to
éxﬁlain the relation of our prograﬁ,'which I thought the
guestion was, to prices. 0il country tubular goods: There
hafe been two things that happened. this yéar, Firét, we had
‘the steel strike and secgond there hasn‘t been enocugh capacity,
;part from ﬁhe striﬁe, to satisty fhe.demand for the drilling
of wells.

Now, haﬁ if_not been for the steél gtrike, there
ig every reason_to believe that.the rate of drilling for
the first quarter of this year, which was approximately
50,000 wells per year, WOuid have confinued dt that rate, But

in answer to a question-on,that, I think not.

¥

MR, RUSSELL BROWN: You think at this time it is

sgrving a usefﬁi purposé; price control, that is?

| MR. DAVIS: That is a question which, of courée,

déals with the stabilization of the economy.and; so far as

the work of the Petroleum Administration for defense; when-

ever price is interfering with the work of PAD iﬁ disqhanging
| : : ; i

its responsibility, we have endeavored to take adt@on.in

rega;d to iﬁ, - | |

| WR. RUSSELL BROWN: That ralses the question I wes

getting to. You are not going to get your drilling program
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finished as you scheduled it, in ay judgment, unlegs you
do have price controls off. Now, 1 an wondéring‘what would
enterfere with your office, because it is the responsible
office on production.of petro}eum; of recommending that the
contfols be taken off of petroleum@ngat.is what I am getting
afound to,.
MR, DAVIS: Well, Ed, do yon want to help me out

on this? |

MR, WARREN:,/ﬁ&li: fgfsﬁ, I want to say vhis, that
Il, like Bob Foree and many others, get my principal source
of income from production. In fact, all of 1%, except my
governmaent check. I, as President of the IPAA, was a strong
advocate for 1ncreasing the price of ¢rude on the basis of
the equities involved, and the fact that we were producing more
of our oil. But when I came into.PAD I agsumed another-rple,
and I might say I divorced nyself from my business interesis
and 1 felt that I had to take a baianced look at the eniire
program, I looked at our job. As a matter of fact, om all
~of fhese price matters I have tossed the ball to the qést
of the organization on account of my previous agsociation.
1 don't mind stating personally that as far as price controls
are éoncerned, I think in the peiroleum industry that the
imposition of controls probabiy unbalances the situation as

much as if they were removed, and some of our supply problems

would be much less. Bui speaking for the agency, we have
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- ground lﬁét year was high cost pipe,_rahging over 20 pér "
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certaln delegated resansihilities, and thQSe‘responSibilities
have to do withAsﬁpplyu Théré have been éhree occasions when
we had immediate shortages in which we can point to prices,
The mere fact thaf'wé say that prices are too low or not
correct doesn’t mean that anythinv will be done about it.

Mr. Putnam & department in OPS has that respon;
sibility,.'l have felt, as far as 0il country ¢ubular goods

.

were conc¢erned, when 20 per cernt of the pope put iﬂ;ﬁherfu.A

cent mofé*per ton, that we still have within the indusiry a
high desire to dyill wells,. That hasn“t been tfue in Calif-

ornla and we have so indi?ated that.. But am far as the price
' ‘ .

‘situatibn is concerned, we have tried to preserve our situa-

tion in government in such 2 way that we couldn't be cri?i-

- cized.

When there is a2 price situation which was inter-

-fering with supply, our responéibility, we have gone to’

bat. But I might tell you that we have beendcritigized, and
other agencieé-have'been, and while we are certainly soliciting
one industry'é suppbrt; wé are still‘trying to,dé.a job for
the government and tr&ing to get along. I don't know beyond
that what i cah say, exceﬁt when price is interfering that

we go ovéer there.. If we had- the responsibillty of price,

1 think that would be somethlng else, tooq 39 

Are there any questions?
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Mﬁ;RUSSELL BROWN: The question I asked wasg, doeé
pfice control help you in your program? | |

MR, WARREN: As far as PAD program is congerned?

MR, RUSSELL BROWN: Yes.

MR. WARREN: My answer to that would be no.

MR, RUSSELL BROWN: Then the next question may I
ask you, and I was interesied in your statement, we had
'spenf.extra prices foxr casing and tﬁbular oil counfry goods;
1f they had more money might there noi bhe wor e oL thatlfu
done to get these wells drilled? You are not gettihg your
Wellé drilled.

MR, WARREN: Well, Ruusell, I said 20 per éent,
That is coming from foreign. Bob can give you those figures
on foreign and conversion, It is aur feeling that they
spent. $350 per ton in casing. 1 think that is dropping off
and I think the conditlon may be changiﬁg, But it will be 3
mattér of degree'and a very ha:d cne to make,

'MR. BRIGANCE: HMr. Warren; I would like tc pose a
questiono Yeséer&gy in this meeﬁing it was brought out that
we had 350,009 toﬁé.of idle wili capacity, of which 85 per
cént was TﬂGifiniShiné dapacityg Do you think that if,
dealing ﬁith'price control rules, the mills were permitted
to increase their tonnage prices, say, $5 a ton or whatever

was necessary, that that 350,000 tons would not become

available to this indistry and get away from some of our
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imports and some of our so-called conversion?

MR; WARREN: Well, of course, on ¢onversion
pipe,;épére haven't been any controls except as ©o cost of
the-conversion when donveréion pipe hag been up %o a hundred
dollars a ton over mill pipé on the average., But I awm not
certain on your figﬁrés on capacity. I waﬁt-to tell you
this oil country tubuliar godds éapaciﬁy_is the most confusing
problem I have ever tried to tackle. We-haﬁe a study that has
been made by NPA right now, that was mentioned yesferday,thét
will have something to do with that. Bob, do you know of
ény o¥cess capacity as far as pipe is concerned, and do‘
you know of the man that would take care oi if?:

MR . FOREE: I think there is approximately 200,000
"tons of excess capacity but:it w@uld be cohversiohpigﬁep and
it would be plain end, most'of it would be. I think that

is in the .Gary mill of the Nationai Tube. foundary.

MR, BRIGANCE: This was from the stoel industry
yesterday, 1 assumed that that gentleman knew what he was
talking about, when he called numbers. He also said that 85
‘per centof that was the TNC capacity; That followed the
dﬁestiong and I may be out of iine being a freshman. member of
this body, by injecting this at this time, bﬁt to me 1if we
are going_toiﬁdriil wélls, we are goling to have fo have
materials, ;bé course, realizing that WQ,have‘to have something

to drill fhose vells with; first. But when ﬁhat numbeor was
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~

brought‘ouﬁp it was 30 asﬁonishingito me, that in the shortage
of such a ﬂ;ritical material for a‘defense program, to per-
mit that egndition to exist, if we had to give them a littile
more money per ton,
MR, FOREE: Let ma say 1 have been nine months
trying to ﬁush that figure out of them and I have to have
é little time %o énalyze it. It has taken'nina months to get
that figure. 1 am sure part of that is conversion. I know
200,000 tons of couversion space is on the Gary Hill at this
timga But whether it could be threaded or not, I don't think
i? could, I am going to try t¢ get a breakdown of.that
360;000 tons and‘try to get a breakdown of all of the rest
of it. Mayhe we can get a look at this thing and_épﬁ“thaf
to work, But that is what we are tryiag to do. ) |
CHAIRMAN HALLANANW:; Any further guestions, geﬁtlemén?
MR, WARREN: I think that sums up our PAD presen5a~
tion here today; I wani ©o thank you for listening so attén—
tively, I believe that within the next month or two that |
the policies regarding the future PAD will be pretty well
resolved.
Mr, Chaifman,.I will change the weeting back to you.
(Applause)
CHAIRMAN HALLANAH:’(Gentlemen, this meeting today
is a little bit off.scgedule from what we have previously

followed. It is a meeting which ordinarily would have been




held, and the activities of a good many of those in public life
as well as members of the coun511,.1 deferred the meeting of
the council, after consultauion with the Secretary of the
Interior, until after the great veferendum of November 4, aﬁd
later to avoid coﬁflict with other meetings such as the API,

Undexr our articles of organizétion it is provided
that the Council shall‘hold-an organizafion.méeting annually,
immediately afﬁer their appointment fo membership on the
douncil,rand with that provision, we have béqn previously
meeting in‘thelafter part of Januaryﬁ following the appoint-
menf of the new Council. But I should like to ask for your
thoughts and reactions to the suggestion that instead of
calling a meeting of the Council so promptly in January;
which is the timedthat the new adm1nistrat10n will be coning
in, and new polﬂ iag will be in the course of formulation,
I would like as a continuiné.officer in the interim to
defer a calling of the meeting 0of the new Council at leoast
until Ma}chq i think by that ",utime we wili of course,
have had some definite views aé to what the attitude of ﬂhe
new admiﬁistration will be with relatlon to the Councll and
to the matter of controls and other things wh;ch have been
discussed here today. I wou1d like to ask'whether or not
that would meet with the approval of the Council./”

MR, MATTEI: 1 80 move.

MR, ALTON JONES; X would Suggést'that we move it
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subject to the call of the Chaiy. It seems to me, Mr,
Chairman, we will 1eavé it to your discretion.
| CHAIRMAN HALLANAN: It might be, of course, that

somethiﬁg would gome up that we wéuld like to caii it later
or earlier. |

MR, MﬁJEWSKIt The ‘Secr etary said he was going
to apboint a couﬁcil, not'neceSSarily any of us, but I
assume that the iaw of averages will show some of you will
be on it. But I think i¢ is pretty anlce, aﬁd we don’t want
to ewmbarrass the new Becretary of the Interior, that on
behalf of the Council ﬁou tendef to him the resignations of
all of the appointees so he will not he embarrassed5 He
might want some other Joes on hare, and I think it is
pretty smart leaving.it.to you @o tend;r on behalf of the |
Council the resignations éf qll memhors appointeg so he is
not embarrassed, along with 1eaviﬁg in your hands the time
for a sultable meeting. He is going ﬁo appoint a Counecil,
he.said, today, for the year 1953y and I dpn’t want to be
in a position, being still a Democrat, of ivoting sensibly,
of embarrassing a new secretéry a

MR-, JACOPSHN'“I donEt think it will embarrass the
new secretary, but I think it mlght embarrass the old one,
if he appoints you on Mcnday and you quit on Tuesdaya Let!é

’

have the nexy call for March if you like, but have it on

Al

the undersianding that the Chairman could call us, iﬁ he so
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Wantsn

CHAIRMAN HALLANAN: The Chairm#n? of course, will
exercise that right inany respect5 But I did want to
advise the Counc¢il as o the_chanée orf scheduféfrom what
it has previously been, and the reason therefor,

! ﬁR, MAJEWSKI: I agree with that entirely,

CHAIRNAN HALLANAN; 1t secms to me it would be of
very little use for us to ¢ome here the latter payt of
January with the new administration éoming on,.that we would
rather take a 1itfle mdre-time to find out what course we
are going to travel,‘ If‘thefe is no.objection fo éﬂaf; the
Chair will consider that that;is the wish of the Couneil,

Mr, Majéwski; 1 wouid think it would be embarrassing,
and certainlyul‘would nok assﬁme the authority io p#?éent
the rosignation of any appointed member of the Connc{l,
ﬁut I-ab have in mind that afier the mev secretary has taken
over, that 1 ghall arrange an appointment with him, tﬁ‘sif
down and discuss the gituation with him, about the Coungil, as
to his views #bout the functioning of the Council, gnd then
have that opportunity tO‘giVe the Council the-inforﬁafion;

MR, MAJEWSKI: 1 believe it is a little presumptuous
"on my part 6r anyﬂédj.else'a part, thinkiﬁg we might pe
appointed. .: B

CHAIRMAN HALLANAN: éecretary-Chapman suggested

ﬁhia worning that he mighi desire to talk informally with

!
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some members after the adjoﬁrnment of this meeting. I would
like to suggest an informal coﬁmittee of Mr, W. K. Warren,
Mr, Russell Brown, ﬁr, Majeﬁski, Mr. Howard Marshall, and
ﬂajor Parten, %o call on him after the adjournment of the
Counéil_and discuss with him any matter which may he
appropriate, .

Now, gentlemen, that concludes‘fhe agenda for
.this meeting. We have been shodting at 1:30 as an hour for
adjourpment. Ydu_will bear in mind that Mr. Jones wishes
to have & méeting of the Coumittee on Govérnment Fersonnel, -
2 short meeting back in that ccrner, Mr. Jones?

MR. JONES: It will ke very brief, and I under-
stand one other gentleﬁan'is going t0o be here for Qrg'Wilson,

CHAIRMAN HALLANAN: Nr. Jennihgs, I am certain that
the press, of course, wouldzbe interested in having some
xeport'on youxw éommittee's report on the Bunker C fuel_situa—
tion. Do you wish tbat to be deferred until a later time,
until you‘have_an opporitunity to amplify the paragraph
which Mr. Robineau referred to? I know they will wish to
talk to you about that report, and I would like to know
what you want ﬁo say to them,

MR. JENNINGS: I spoke a 1itfle while ago to Mr.
Byown and suggested thgt-if"the press asked about it they
simply be t91d that an amgﬁdme#t had been suggestedlfrom

the floor, and thay thai report would be made public within




115
a matter of ten days.

CHAIRMAN HALLANANf» The repdrt wili be released at
a‘later time? | | “

MR, JENNINGS: Yes.

" CHAIRMAN ﬁALLANAN: is there any fﬁr%ﬂer husiness;
gentlemen, before we adjourn?

MR, GERNERT: On‘this committee that you have just
appointed, I would like to make one commeﬁt in behalf of -
some Qf the independent operators in the Rogky Mountain
area. This critical situation in fuel oil in district 2 and
4 i= nét only having an effect on market situations, but is
certéinly having an effect on the price of crude oil in the
Rocky Mountain area. Ag.you know, probably 60 or 70 per
cent of the'fesegves iﬁ'the State of VWyoming was Yow gravity
group,land selliag‘crude oil at 19 to 21 gravity whigh was
different from the prices in district 2 and 4. Thére have
been severél examples wheré due to this situatioﬁ, and con-
tradts have been in effect; we have in the spiriﬁ 6f coopera-
tion have had to conseﬁﬁ to cuts in our crﬁde 0il pricés;‘

A lot of the oil at the present time was being sold at $1;10
a bar;ell,.for‘that reason, That is why we think it does have
a bearing on the production end of & as well aathelmarketo

MR; BAKER: This sﬁggestion the éentleman'makeé-
raises a real duestion oh the appointment of this committee,

. : !

I don'sy believé that; frankly, the appoifment'of 3 committee
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to discuss what the Secretary suggests ox anything about that
‘line, is in order, because our articles or organizatibn con~
template that fhe Secretary shall submit his questions to
the Council, and that the matters shall be before the agenda
comﬁiftee ahd shall be preséhted to the Council itself for
agtion, It ién;t cbntemplated that the business of the
Couneil be conducted by the committee this morning to dis-
cuss matters with the Secretaryf Therefore, it seems to
me that a committee of this kind is reallj_;n I don't know
what it‘will do, but if it does what the Segretary is sug-
gesting, themn it is outside the artigles oj:organization of
the counc¢il. |

CHAIRMAN'ﬁALLANAN; Er. Baker, following the sug-
gestion £ﬁat the Secrétary wght desire this committee to meet
with him informally, to discuss somé of the matters which he
nay have in mind} bearing upon a wide field, and whiﬁh might
laten result in an inQLiry being directed to the Council this
comm1ttee isn't appointed to deal with any specific matter,
It is only to talk fto him informally, It might bg about the
make-up of the new council,litlmight be about anyEVaried number
of things. But I see no objection to the cqmmittee going to
sit,ﬂown and talk to the Secrefary on some things that he may
_wish to subhit formally to this group, through the procedure
set up in our articles of organization, |

MR. BRUCE BROWN: I wasn't as attentive as I perhaps
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should have been; and I dﬁn't kﬁow what the record will show,
but ny distinct‘impreséion of what the Sedretary meant was
that we wanted to talk to the azenda committee. If the
secretary wants {o talk to fhe agenda committee, I am sure he
w;nfs to leige them, |
| MR?qﬁGOBSEﬁfl That was not the case. I wonder if 1

may suggest thié.. You name the c;mmittee and state in the
rqcord that. if tﬁey'are agreeable tc accept that charge,
fine, but they dq not represent.the Council. They gpeak to
tﬁe Secretary ;n a private capaeity, and make it a
.matter_of record thattpey do not zppeay ag representing the
Council.

| MR. BAKER: Mr. Chai?man, that is juse tﬁe point,
If the members of the industry wagt to meét with the Secre-
tary, well, that is all right, it is perféctly all right for
hiﬁ to eall on anyﬁody he wants to call on for édvicee
But I don't believe that under the machiner& we have éstab-
lished hepe! that it 1s appropriate to éppoint a cpmmittee
to visit wiﬁﬁ the Secretary. My, Jacobsen's point that “
they are not acting for the Couhcil nakes itlall the more
reason why the Council shéuldn't appoint 1:119'!1:‘P

| MR, BLAUéTEIN; I didn’t understand him to say that
he‘wanted to ert with the‘c.ommittee° I rathef understood
him torsay that based on the diSCLSSion.thét had taken place,

he would be reqeptive to having them meet with him, That is




118

the way I understood it,
| CHAIRMAN HALLANAN: GSome of the members of the
Councal have interpreted that to mean that they would be
- invitéd to come and talk with him informally. .Of course,
1 appredate exactly wﬁﬁt‘Mrﬂ Baker has in mind, but I
disagree that there woﬁid_be‘any transgression of thié in
view of the fact that this secvetary is-retiring, and this
is his last meeting before the Council, and if scme of the
memberé want to go and sit down and talk wifh him informally
about séme of the problemé, I frankly do not believe it wduld
be a violation of our rilez of 6rgan-ization°
MR, MAX BALL: Mr. Chairman, would it solve the
difficul;y to use a little different wvords, and for you to
sayrthat instead of you saying "I appoint a committee," I
would suggest that if anyone is going from the group to‘talk
to the Secgreiary, so and s0 and so be included in the group,.
CHAIRMAN HALANAN: 1Imn responsé'to his invitation,
Well, I am perfectly willing to chaqge'tﬁé'ianguagev_'
Mr. Majewskl, what is your feeling about it?
MR, MAJEWSKI: My feeling ist;at we are ducking
thg poinf. i expected Hines to say this, and I expected him
before he-got up to say it. The man said he didan't want-

to discuss this subject here, but if you wanted fo disﬁuss it

T with bim up in his office, we could do it. He didn't say.

he would agree, He was very wary at this time of doing
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anything. 1 assume if he wantad to find out about the suﬁ-
merged lands, you would convey to hin somehow that you wanted
to talk‘aboﬁt_it. 1 know hoﬁ mome of these things get on
the agenda, but does it all cowe becauée hé thinks of them?
No,sir, it is suggested to the féllow, | waﬁt to he a pfac—
ﬁcai man. When you éuggestrsuhmergéd land, when you éuggest
productive capacity, then don't take such an affront wheﬁ
you are suggestiné this, I think I know about that charter
in the council, I was one of the guys that helﬁed write it.
But every time'we begin talking about it, vhen the rug
cutting starts taking;plage,‘you know what we dp-wiéh iﬁ?
That old charter is wa%ing at us thaf we can’t do it., I am
going back and deal with thé Républicans agaiﬁa

'CHAIRMAN HALLANAN: Is theve any further discussion?
Mr. Jones moves wé‘adjourn? |

MR, JONES: 1 do,

{(The question was called for, and the motion-wasl
put to a vote and carried.) |

.« .« o Adjourned at 1:40 o'elock p.m. ., . .






